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National Association’s Group Meetings 


Annual Convention in Chicago Replaced by Two Successful Meetings Attended 
by Executives of Industry—Reports and Discussions Show State of Industry— 
“Thinking Ahead” and Planning for Future — Summary of Proceedings 


During the past two weeks the United 
States Independent Telephone Association 
has held two group meetings. These 
group meetings took the place of the 
association’s annual convention which for- 
merly has been held in the fall of the 
year in Chicago. Due to the general con- 
ditions, it was felt that greater benefit 
would be derived by the industry, as a 
whole, with the holding of the two group 
meetings. Next year it is hoped that con- 
ditions will be such as to permit the re- 
sumption of the annual meeting of the asso- 
ciation in Chicago. 

The group meeting for the eastern sec- 
tion of the country was held at the Desh- 
ler-Wallick Hotel in Columbus, Ohio, on 
October 18, 19 and 20. The meeting for 
the western section of the country was 
held in Des Moines, Iowa, at the Hotel 
Fort Des Moines on October 25, 26 
and 27, 

The Attendance. 

While the attendance at each meeting 
Was not very large, the representative ex- 
€cutives of the industry were all present 
and took active part in the discussions. It 
Was a “quality” attendance. Approxi- 
mately 300 attended the Columbus meeting 
and about 200 the Des Moines meeting. 

The various reports showed that the in- 
dustry has been hard hit by loss of busi- 
hess, particularly toll, but at both meetings 
there was a feeling of optimism and not of 
discouragement. Time and again it was 
repeated that the telephone industry is 
Weathering the depression much better than 
the average industry. 


By Stanley R. Edwards 


The remarks of the various speakers in- 
dicated clearly that the executives of the 
industry are “thinking ahead,” and making 
plans for future activities which will be in 
line with the conditions of the new era 
into which we are advancing. 

The various addresses and reports and 
discussions were full of “meat,” and many 
ideas were garnered for adaptation to the 
particular conditions of the various com- 
panies represented. 

Manufacturers and Suppliers. 

Although there were no exhibits on dis- 
play, representatives of supply houses and 
manufacturers were present and talked over 
matters with the various operating men 
with an eye to future business. It was 
generally agreed that there are companies 
which have not been keeping the mainte- 
nance of their plants up to standard and 
that those companies which have the money 
should commence to purchase the necessary 
equipment and supplies for proper mainte- 
nance. 

The remarks of W. Roy McCanne, presi- 
dent, Stromberg-Carlson Telephone Mfg. 
Co., Rochester, N. Y., at the Columbus 
meeting, and those of George R. Folds, of 
Chicago, Ill., president, Cook Electric Co., 
at the Des Moines meeting logically 
presented the situation of the manufac- 
turers. 

The speakers showed the mutual interests 
of manufacturers and operating companies 
in the proper maintenance of telephone 
equipment and plant. In helping the manu- 
facturers through this period, the operating 
companies will likewise be helping them- 


selves and also workers in the industrial 
cities and improving their relations with 
the public. 

At both meetings the subject of by- 
products as sources of increased revenue 
was stressed. The feeling was apparent 
that the telephone company should be the 
source of supply for all kinds of com- 
munication apparatus and equipment. The 
various discussions at both meetings empha- 
sized this point. 

The discussions on “Economic Freedom,” 
by Dr. Walter W. M. Splawn at the Co- 
lumus meeting; on “Russia,” by Dr. Alfred 
J. Pearson and on “Readjusting to the New 
Age,” by Henry Wallace at the Des 
Moines meeting were most interesting to 
the telephone people, and the questions 
which followed each address indicated their 
interest in “thinking ahead.” 

All the sessions at both meetings were 
presided over by President F. B. MacKin- 
non of the national organization. His in- 
troductions of the speakers and the ques- 
tions asked and comments which he made 
relative to various points developed by the 
speakers, added greatly to the interest taken 
and also to the friendly feeling prevailing. 
They also put the speakers at ease and pro- 
moted free and friendly discussions of the 
various topics. 

Confidence in Future. 

All in all, those attending the two group 
meetings expressed themselves as_ well 
pleased with the results and satisfied with 
the information they had derived from the 
addresses and discussions, and the conver- 
sations they had with fellow executives. 
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There was manifest a general feeling of 
optimism and confidence in the future that 
bodes well for the industry. 

The presence of many of the younger 
executives and their. active participation in 
the meetings indicate that the active man- 
agement of the companies in the new era 
which is now opening will be in the hands 
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of capable, trained, forward-looking men. 

In the pages which follow, a summary of 
the various discussions at both meetings is 
given together with several of the addresses 
in full. A reading of the accounts of the 
various sessions will indicate the trend of 
thought of the executives in making 
plans for the future of their companies. 


Eastern Group’s Fine Meeting 


Meeting of National Association at Columbus, Ohio, October 
20, 21 and 22, Shows Executives of Companies Have Piloted 
Their Organizations Through Trying Period in Capable Manner 


In opening the first session of the Co- 
lumbus meeting on Tuesday afternoon, 
October 18, President F. B. MacKinnon 
spoke generally of several matters. He re- 
ferred to the lapel microphone which came 
to national attention through its use at the 
national political conventions in Chicago 
last June. This lapel microphone, he re- 
called, was first developed by the Bell 
Telephone Laboratories for the use of 
Sergius P. Grace in making clearly audible 
his remarks to the thousands attending the 
lecture demonstrations he has given during 
the past few years. 

Through the courtesy of Mr. Grace and 
the Graybar Electric Co. a lapel micro- 
phone and portable loud-speaker equipment 
was supplied for the use of the speakers 
at the meetings. As he introduced each 
speaker, President MacKinnon attached the 
lapel microphone to his coat. He also sug- 
gested the leasing of lapel microphone as 
a profitable by-product for telephone com- 
panies. 

The First Session at Columbus 

Concluding his remarks, Chairman Mac- 
Kinnon presented Herman E. Hageman, of 
Lorain, Ohio, president of the Ohio Inde- 
pendent Telephone Association, who ex- 
tended greetings from that organization. 

“The problems of no industry, and espe- 
cially one like the telephone business,” said 
Mr. Hageman, “are ever settled. Time 
and labor may solve the problems of the 
moment, but changing time and conditions 
bring new problems to be faced and over- 
come. 

“Some of our problems are limited to our 
own situations, while others are common 
to all. Our state and national associations 
can be and are helpful in meeting these 
general problems. 

Since the public utility business touches 
the lives and purses of all of the people, 
it is not difficult to arouse prejudice against 
them. When additional funds are desired 
for public use or for public extravagance, 
the politicians turn instinctively to the pub- 
lic utilities. 

Today, public utilities pay relatively more 
taxes and more different kinds of taxes 
than any other industry. Therefore, 
mounting taxes is one of our common prob- 
lems. The question is: What sort of united 


effort are we to make? Are we to sit idly 
by and see the fountains of our revenues 
absorbed by destructive taxation? 

Another common problem is the expand- 
ing power of regulation of public authori- 
ties. There is a constant tendency for 
regulation to usurp the functions of man- 
agement. 

Within the last 30 years we have seen 
our railroads regulated to death. Today, 
they are hog-tied and helpless. They are 
objects of pity and public charity. Let us 
be warned by their fate and resist the 
growing tendency to transfer the manage- 
ment of our business to the hands of 
political bodies. In this fight the leadersh’p 
of the state and national associations is of 
paramount importance. This is another 
problem that challenges the leadership of 
our associations. The question is: What is 
to be done about it? 

I wonder what the history of the rail- 
roads would have been had they had live, 
wide-awake state associations and brought 
together thousands of their executives every 
year in the state capitals and more thou- 
sands in the national capital. 

There is just one thing that demagogs 
fear; that is organized numbers. They do 
not fear numbers alone: but they do fear 
the wrath of organized numbers. 

The numbers engaged in and interested 
in the telephone business are large. If ef- 
fectively mobilized we can be a tremendous 
power for good. As I see it, it is the func- 
tion and the opportunity of the national 
association to lead us, and help us mobilize 
our great numbers. 

We are living in a new age, in a new 
world. We are faced with new dangers 
and new problems. In the past we have 
won many victories; but if we stop to 
glory over the past, we will surely lose the 
impending battles. 

Our generals are the officers of the na- 
tional association. We are honored and 
cheered by their presence here today. Per- 
sonally and on behalf of the Ohio Inde- 
pendent Telephone Association, on behalf 
of every one here, I extend to them a most 
hearty welcome.” 

Greetings from Ohio member companies 
of the national association were given by 
C. L. Jones, Athens, a director of the 
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United States 
Association. 

Dr. Jones expressed the satisfaction of 
Ohio companies in the holding of the group 
in their state and pointed with pride to 
the meetings of the Ohio association as 
evidence of the interest taken, in associa- 
tion work by the companies. He conveyed 
a most cordial welcome to Ohio to those 
in attendance from outside the state. 

To indicate the representative sections of 
the country the chairman mentioned as being 
present, W. G. Brorien, Tampa, Fla.; W. 
N. McAnge, Bristol, Tenn.; J. R. Forbes, 
Ontario, Canada, and Fred Coulson, 
Abilene, Kans. 

“Some Supplier Viewpoints” were ex- 
cellently presented by W. Roy McCanne, 
of Rochester, N. Y., president, Stromberg- 
Carlson Telephone Mfg. Co. In his talk 
Mr. McCanne showed the effect of the 
depression on the manufacturers and the 
problems they have due to the requirements 
of the operating telephone company’s drop- 
ping from 100 per cent to 20 per cent 
within three years. 

The interests of the manufacturers and 
cperating companies are mutual, he pointed 
out, and then he indicated ways in which 
the latter can aid the manufacturer and 
also aid themselves. Mr. McCanne’s ad- 
dress appears in full on other pages of 
this issue. 

“Where Are We Now?” was the subject 
of the address by President MacKinnon. 
He briefly touched upon the situation of 
the manufacturers and stated that there is 
no question that the factories are essential 
to operating companies and that some of 
the operating companies can, and should, 
make arrangements for financing equipment 
replacements, thereby maintaining the fac- 
tories and assisting in the employment of 
thousands of men. 

Mr. MacKinnon then called attention to 
a comparison of operating results of class 
A companies for 1928 up to and including 
the first six months of 1932. The compari- 
son showed that the companies are now 
back on a 1928 income-and-expense basis. 
but with 1931 investments and bond and 
stock issues. The only way to protect the 
investment of stockholders of the companies 
is to keep the properties in the very best 
condition, he stated. 

In closing, he pointed out that the Sep- 
tember loss of the class A companies was 
only 7,500 stations as against the average 
loss for each of the months of July and 
August of 15,000 stations. His address ap- 
pears in full on other pages of this week’s 
issue. 

“Collection and Reports of Taxes ; Wash- 
ington Office Activities” were briefly st 
forth by Alfred L. Geiger, Washington, 
D. C., general attorney, United States In 
dependent Telephone Association. 

The principal work of the Washington 
office during the past year, Mr. Geiget 
stated, related to the new revenue act, and 
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he recounted the steps in the passage of 
the revenue law and the activity of the 
association in looking after the best inter- 
ests of telephone companies. The reports 
made. by the companies on collections of the 
tax on toll messages were referred to, espe- 
cially as to the period covered by them. 

Mr. Geiger outlined the case before the 
Interstate Commerce Commission of the 
New York Telephone Co. relative to the 
accounting of contributions to the unem- 
ployment relief fund. He pointed out that 
while the commission ruled these contribu- 
tions are to be charged to surplus, if con- 
tributions to charity can be shown to be 
direct benefit to companies, they may be 
charged to operation. 

He closed his discussion by referring to 
the association’s activities with the Bureau 
of Internal Revenue as regards deprecia- 
tion charges. 

The last speaker on the afternoon pro- 
gram was A. H. Griswold, of New York, 
executive vice-president, Postal Telegraph 
& Cable Corp. Mr. Griswold spoke on the 
“Relation Between Telephone and Tele- 
graph Companies and the Postal Telegraph 
Plan.” 

The speaker pointed out that the tele- 
phone and telegraph are two of the major 
means of communication. They are not 
directly competitive and he likes to think 
of them as complementary. 

Mr. Griswold then discussed how co- 
operation between the telephone and tele- 
graph would prove beneficial to each and 
declared that the Postal Telegraph Plan 
makes possible a new and profitable by- 
product for the Independent companies. 
His address appears in full on other pages 
of this issue. 

On Tuesday evening Dr. Walter W. M. 
Splawn, special counsel to the committee on 
interstate and foreign commerce, House of 
Representatives, Washington, D. C., de- 
livered an exceptionally fine address on 
“Economic Freedom.” 

In the course of his address Dr. Splawn 
indicated the historical development of cor- 
porations owning the stock of other cor- 
porations. His address is published in full 
on other pages of this issue. 

How’s Business? 

The general topic at the Wednesday 
morning session was “How’s Business?” 
This: question was answered by executives 
of companies in the Middle West and East- 
ern states. Generally speaking, the reports 
showed business on the upturn. The ses- 
sion was largely attended and the interest 
SO creat in the various discussions that 
Prac: cally everyone stayed until the close 
at 1 »’clock. 

Fronk E. Bohn, president, Home Tele- 
Phone & Telegraph Co., Fort Wayne, Ind., 
was ihe first speaker called upon by Presi- 
dent MacKinnon. He reported for Indiana 
and cave figures as to the losses experienced 
in that state. In the year 1931, business 
condi ‘ons in Indiana fell off approximately 
45 per cent from 1930, and in 1932, 58 per 
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cent. In the year 1931, station losses for 
the state were approximately 4 per cent. 
In the first nine months of 1932 they were 
approximately 11% per cent. 

Strenuous efforts, he stated, must be made 
to offset losses. When this is done through 
service sales by employes and interviewing 
each subscriber who has ordered service dis- 
continued, and the loss still results, the 




















In Opening the Discussion on “How’s Busi- 

ness?” at the Columbus Meeting, Frank 

E. Bohn, President, Home Telephone & 

Telegraph Co., Fort Wayne, Ind., Gave Fig- 

ures as to What Indiana Companies Are 
Doing and Plans Now Used. 


conclusion is that the loss is due entirely 
to general business conditions and that 
gains will not be forthcoming until business 
conditions improve. 

A slight improvement in business in 
Indiana began the latter part of August. 
A better attitude of the people resulted and 
confidence is gradually returning. 

The station losses of the Indiana Bell 
Telephone Co. in August were approxi- 
mately 5,000; in September, only 350. The 
sales of the Indiana Bell company for Sep- 
tember were approximately .4 station per 
employe. 

Figures for the Fort Wayne company 
showed the station losses reduced 60 per 
cent in September over August, with an 
average sale per employe of 2.4 stations. 
October looks about the same as Septem- 
ber. The sales of the Fort Wayne system 
for the first nine months of 1932 were 
13.5 stations per employe or an average of 
1.5 stations per employe per month. 

The largest losses, Mr. Bohn stated, are 
in the rural communities, particularly the 
smaller exchanges. In the industrial cen- 
ters the rural loss is not as great as in other 
classes. This is due to the people moving 
to the outskirts or suburban area of the city 
and taking telephone service. 

A study of nine small exchanges, with 
stations ranging from a peak of 200 to 700, 
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showed losses of from 12 per cent to 25 
per cent, with an average of 22 per cent. 
The largest losses were in the cheaper 
grade of service, while the residence losses 
were larger than business losses. 

In a system with 47 per cent four-party 
residence stations, the loss was 54 per cent. 
This system has low rates. In the same 
system, the residence service was 71 per 
cent of the development and the loss was 
78 per cent. The business stations, all 
classes, were 29 per cent of the total and 
the losses were 22 per cent. 

One company, operating a large number 
of small exchanges and rural stations, 
showed losses in its rural stations which 
amounted to 52.8 of its total losses. The 
residence loss was approximately the same 
as the development percentage, while the 
business loss was 9.8 per cent with a de- 
velopment of 16.8 per cent. 

In a large system with no rural develop- 
ment, the residence loss was 76.4 per cent 
with a development of 67.7 per cent. The 
business loss was 10.7 per cent with a de- 
velopment of 15 per cent. This is exclusive 
of extensions, P. B. X. stations, etc. The 
total business station loss was 23.6 per cent 
with a development of 32.3 per cent. 

The consensus of opinion of executives, 
stated Mr. Bohn, is that in exchanges hav- 
ing a low-rate schedule the losses are 
greater due to the high saturation because 
of the low rates and also due to the low 
valuation placed on the service. 

The speaker quoted an executive of a 
large group as saying: “It would seem that 
when the telephone industry impresses the 
value of the service upon the subscriber 
and demands a fair and adequate rate 
therefore, the subscriber is sold on the 
value of his service and, if his earning 
power is decreased, will retrench elsewhere 
before he retrenches on his expenditures 
to us. 

“Some one-party subscribers, whose serv- 
ice expense becomes more than they can 
bear with decreased earnings, will, of 
course, drift to a lower grade of service 
during bad times, but the station is not lost 
to the company.” 

Mr. Bohn urged that more time be spent 
on merchandising and distribution systems. 
He stated that employes of the Fort Wayne 
company have made as many as 15 inter- 
views to effect one sale. 

He urged the necessity of keeping collec- 
tions up, at the same time extending reason- 
able credit where warranted and giving in- 
dividual treatment to collections. 

“Be not too lax on collections,” he 
urged. “Do not let an account go three or 
four months so that when a telephone is 
finally taken out, the amount will not be so 
large that it is difficult for the subscriber to 
pay it before the telephone can be re- 
connected.” 

He cited the case of one company having 
25 per cent of its subscribers three or four 
months in arrears. 

On each disconnect order, the subscriber 
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should be interviewed and the cause for dis- 
continuance ascertained. In most instances, 
it is a case of necessity, such as out of 
work, no clothes for children, and no food. 
Not many telephones are ordered out that 
are not a matter of necessity—from the 
subscriber’s viewpoint. 
Illinois Conditions. 

In reporting for Illinois, R. A. Lumpkin, 
of Mattoon, president, Illinois Southeastern 
Telephone Co., and president of the Illinois 
Telephone Association, gave the experience 
regarding seasonal gains in his territory. 
The gain in September was not what was 
expected or forecast. 

Mr. Lumpkin stated that the depression 
was forecast in 1928 by a falling off in 
business telephones, although in 1929 and 
1930 residence telephones continued to show 
a gain. It is possible, he said, that until 
business telephones definitely show an in- 
crease, the turn in general business is not 
certain. 

The lowest rate telephone service has 
shown the greatest loss while main line and 
extensions show an increase. His company 
now has more extensions in service than it 
had several years ago. 

Mr. Lumpkin then presented an analysis 
of the stations sold during a campaign in 
November, 1930. The various classes of 
service sold follows: 

Per Cent of 
Total in 


Service at 
Beginning of 


Class. Stations. Campaign. 
City business, main... 117 4.1 
City residence, main... 1,035 10.6 
Rural, mG ......... 264 5.0 
Business extension.... 64 6.8 
Residence extension... 228 57.4 

po Ge nee eee 1,708 


“Since November, 1930, a period of 22 
months,” said Mr. Lumpkin, “905 of the 
1,708 solicited stations have been discon- 
tinued. This is 56 per cent of the total, 
44 per cent being still in service. 

“These figures are interesting only when 
compared with the mortality of all other 
stations. During the same period the mor- 
tality of all other stations was 37 per cent. 

The mortality of the unsolicited group 
during the past 22 months averaged 1.7 per 
cent per month. The mortality of the so- 
licited group was at the rate of 4 per cent 
for the first few months, declined to 3 per 
cent during the next several months, and 
is at present at the rate of about 2 per cent. 

It would take an insurance actuary to 
calculate the average life of either group, or 
to determine when the two mortality curves 
will meet. But using simple averages, it 
would appear that the average life of the 
solicited group is about 22 months, as com- 
pared with 30 months for regular sales re- 
ceived over the counter. 

Certainly some of the orders sold by so- 
licitation during the campaign would have 
been received over the counter during the 
month of the drive and the next few 


TELEPHONY 


months following. The record of the trend 
of normal installation orders indicates that 
an additional 500 to 600 orders would have 
been otherwise received during the fall and 
winter of that year. Thus it appears we 
added, net, about 1,100 or 1,200 stations. 
Applying the mortality of 56 per cent to 
the net stations gained by solicitation, it 
appears that our present station report 
shows about 500 more stations than we 

















W. J. Melchers, General Manager, Union 

Telephone Co., Owosso, Mich., Told How 

Industrial and Agricultural Conditions Af- 
fected Michigan Telephone Companies. 


would have if we had not made the effort 
in 1930.” 

Mr. Lumpkin then reviewed the mortality 
of the different classes of service sold dur- 
ing the campaign as follows: 


Per Cent 
Discontinued 

to Sept 

Class. 30, 1932. 
Cie OR 5c 2 v bute ting anwdane 67 
Se ere 60 
| RSE EIS rene orn 54 
Business extension .............. 55 
Residence extension ............. 36 


In closing, Mr. Lumpkin briefly referred 
to taxes and questioned whether tax com- 
plaints should not be directed to getting the 
most out of the tax dollar. 

Michigan and Automobiles. 

W. J. Melchers, Owosso, Mich., general 
manager, Union Telephone Co., in reporting 
for Michigan, stated that the conditions 
there were similar to those in Indiana. He 
had made an investigation to determine 
whether seasonal upturn is more than usual 
and found that it is. 

Michigan’s chief industry is the automo- 
bile and that has been greatly affected. 
In the city of Flint, for instance, 60 per 
cent of the people there in 1930 were em- 
ployed in factories. Two months ago the 
three large plants of the Buick, Fisher 
Body company and Chevrolet were not 
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employing a man. The loss in stations oi 
the Michigan Bell Telephone Co. in Flint 
for the first nine months of this year was 
28 per cent, as against a loss of 12.6 per 
cent for the entire state. 

Figures supplied by the various chambers 
of commerce in the state show 50 per cent 
of the people employed today as compared 
with 1930 and many of these are employed 
only part time. 

The smaller communities show the 
greater station losses. The Union company 
had a station loss of 12.75 per cent for the 
first nine months of 1932, while the toll 
messages fell off 19 per cent in the same 
period. The company’s September loss, 
Mr. Melchers stated, was less than 50 per 
cent of August, while the long distance 
business started up compared with August, 
the increase being 7 to 8 per cent. He said 
that October is holding up and he feels 
that conditions are better and on the upturn. 

The loss of the company on switching 
stations has been 2 per cent greater than 
on owned stations, indicating that low rates 
are not a factor in keeping stations in serv- 
ice. 

In regard to collections, Mr. Melchers 
stated that his company’s subscribers were 
educated years ago and outstanding ac- 
counts now amount to 10 or 11 per cent. 
He endorsed the policy of Mr. Bohn’s com- 
pany at Fort Wayne, Ind., in not allowing 
accounts to become large. He stated that 
the Michigan Bell company in the past had 
given credit for a year, but is now follow- 
ing the short-term credit course. 

In closing, Mr. Melchers gave a summary 
of the crop situation in Michigan showing 
large crops of sugar beets, beans, potatoes, 
and other farm products. 

New York Company’s Efforts. 

John P. Boylan, Rochester, N. Y., presi- 
dent, Rochester Telephone Corp., was not 
present to report for New York state. A 
report, however, was sent to President Mac- 
Kinnon by Frank T. Byrne, commercial su- 
perintendent of the Rochester company and 
was read by President MacKinnon. 

“Up to the first of October, this year,” 
Mr. Byrne wrote, “we have sustained a net 
loss of 8,345 stations, or 7.6 per cent of the 
stations in service at the first of the year. 
From all of the figures which I am able to 
gather, this is a fairly low percentage com- 
pared with companies of like size, and in 
our estimation, is due to the efforts which 
we have put forth in saving stations. 

“Not the least of this effort, in our opin- 
ion, is the advertising which we do in the 
newspapers, over the radio and on billboards 
in and around Rochester. The advertising 
consistently features the protection and 
safety which telephone service affords. 

All commercial employes endeavor to 
save a station on every opportunity present- 
ed. As a court of last resort before a sta- 
tion is fully determined, the order is placed 
in the hands of either one of two combina- 
tion commercial-plant men in a last effort 
to convince the customer that he is giving 
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up a service that he can ill afford to be 
without. 

The following analysis will, I think, give 
you an idea of the class of service from 
which we sustained our greatest losses: 
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The Lee Telephone Co., Martinsville, Va., 
operating 2,100 stations, shows a station 
loss of only 3 per cent for the first nine 
months. It believes that this loss will be 
greatly reduced by the end of the year. 

















In Service In Service Per 

Jan. 1, 1932 Sept. 30, 1932 Loss Cent 

Restdence individual ............scccccse 11,171 10,303 868 7.8 
Ressmemce two-party «2... 6c ccdsceusse 8,303 7,208 1,095 13.2 
Residence four-party ..........ccscccecss 38,026 34,972 3,054 8.1 
OS ere errr 6,752 6,327 425 6.3 
re rr 9,898 9,532 366 oa 
EEE 6. icseacoth o a's aces o6.c babes om 1,113 1,034 79 7.1 
DEE? 5... cls ccucdsccaweesadsasusas 299 355 *56 *18.8 
MINES SUM ey germ es Qe ee hnee, Mkt Mae 2,061 2,029 32 1.5 
Residence extension ..............eeeeees 7,625 7,731 *106 *1.4 
I soa wisinnbe a alenie 4,282 4,150 132 3.1 
ee OF. We. a, UMNUEES, 6 oan sncens cose 19,476 16,944 2,532 13.0 
MNO odo ares se nddeesed euler 660 736 *76 *11.5 
pe eae ee 109,666 101,321 8,345 7.6 


*Gain in stations. 


You will note in face of all the red fig- 
ures, the black figure on residence exten- 
sion stations. I can attribute this gain to 
no other cause than advertising. Each 
month we enclose a folder with our bills, 
calling the customer’s attention to the value 
of an extension station, as well as its safety 
factor in times of need.” 

In reporting for Ohio, Wm. C. Henry, 
of Bellevue, general manager, Northern 
Ohio Telephone Co., stated that his com- 
pany had lost approximately 17 per cent 
of its telephones since January, 1930. Of 
this loss, 86 per cent was either rural resi- 
dence or four-party residence service. The 
loss is divided almost equally between these 
two classes of service. 

An effort was made to analyze the rea- 
sons for discontinuance of service but this 
was very difficult to do with any degree of 
certainty. “We are, however,” said Mr. 
Henry, “convinced that the rates charged 
for service are not too high and that a re- 
duction in rates for these party-line serv- 
ices would add practically no telephones at 
this time.” 

Since the beginning of this year, prac- 
tically all of the stations removed, Mr. 
Henry stated, are a result of the financial 
condition of the subscriber. 

The speaker then discussed methods used 
to combat the falling off of subscribers’ 
lists and stated that his company was pre- 
paring to take every advantage of the up- 
ward trend when it comes. His address 
will be published in a future issue. 

W. N. McAnge, Bristol, Tenn., president, 
Inter-Mountain Telephone Co., in report- 
ing for the South, gave figures he had col- 
lected as to the station losses of several 
Southern companies. 

The Southeast Public Service Co., Char- 
lottesville, Va., which operates 16,000. sta- 
tins, howed a loss in the first nine months 
of this year of 5 per cent. It expects to 
gain back in October, November and De- 
cembs r enough stations to reduce the sta- 
ton loss to about 3% per cent. It is put- 
ting on an intensive employes sales cam- 
paign and believes this will bring in a great 
many stations. 








The Inter-Mountain Telephone Co., Bris- 
tol, Tenn., operating 16,500 stations, shows 
a loss of 8% per cent for the first nine 
months of this year as compared with a loss 
of 14.2 per cent in 1931. It is inaugurat- 
ing a “stop loss’ campaign and expects to 
close the year with a loss of 7.4 per cent. 
In toll, the Inter-Mountain company shows 
a loss of 23.1 per cent for the first nine 
months of 1932. Its total toll loss from the 
peak of 1929 is 15.4 per cent. 

The Southern Continental Telephone Co., 
Cookeville, Tenn., operating 14,000 stations, 
had a loss of 6.7 per cent for the first nine 
months as compared with a loss of 12.5 per 
cent in the same period of 1931. The losses 
were stopped in September, and the com- 
pany expects to show a small gain the rest 
of the year. 

The Marion Telephone Co., Marion, 
N. C., with 535 stations, showed a loss of 
6.1 per cent for the first nine months of 
1932 and expects to close the year with a 
5 per cent loss. 

The Western Carolina Telephone Co., 
Franklin, N. C., operating 650 stations, had 
a loss of 40 stations in the first nine months 
of this year. It is completing improve- 
ments in its service and expects to cut its 
station loss by one-half by the end of the 
year. Its loss has been 6.2 per cent and this 
it expects to reduce to 3% per cent. 

In Florida, the Peninsular Telephone Co., 
at Tampa, operating 45,000 stations from 20 
exchanges, showed a loss of 4 per cent for 
the first nine months. It had a campaign 
in September and showed its first gain for 
the year. 

The Southeastern Telephcne Co., Talla- 
hassee, Fla., operating 8,200 stations, had a 
loss of 925 in the first nine months of this 
year and expects about 100° more stations 
to be lost by the end of the year. It also 
is making a sales effort. 

Mr. McAnge pointed out that station 
losses in Virginia are less than in sections 
of the Carolinas. All companies have lost 
from 4 to 12 per cent over the country, 
but these lost stations are good prospects 
for subscribers as the upturn in business 
comes. The trend in the South, it was stat- 
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ed, is definitely upward. All the com- 
panies are making intensive sales efforts to 
bring the stations back. 

An analysis of four of the larger ex- 
changes of the Inter-Mountain company in 
September shows clearly that financial con- 
ditions are the cause of the losses. “What 
can we do to turn actual liabilities into posi- 
tive assets?” asked Mr. McAnge. 

“We think we are turning the discon- 
tinuances into assets. We contact the sub- 
scribers who have discontinued, by two of 
the best men our company has. They go 
to the subscribers’ homes, be it ever so 
humble, and sympathize with them. They 
do not endeavor to sell service but tell the 
party that when he has work and his debts 
are paid, not to worry about the back bal- 
ance of his telephone and the connection 
charge. The company will arrange to 
spread it over a period of eight months or 
so, in order that it will not be a burden or 
a deterrent to his resuming the service. 

When our man leaves, he leaves behind 
him the thought that the Inter-Mountain 
company is a friend—big brother,’ so to 
speak. While this is theory, we believe it 
will make good will rather than enemies 
during the depression period, and that when 
we come out of the depression, we will 
have a group of friends. 

Progress, after the corner is turned, will 
depend largely upon how you have treated 

















W. N. McAnge, President, Inter—Mountain 
Telephone Co., Bristol, Tenn., Gave Fig- 
ures of Station Losses and Gains for South- 
eastern States. He Strongly Advocated Cul- 
tivating Public Good-Will. 


these people in handling a difficult matter 
during this period.” 

In the absence of H. A. Oberdorf, Co- 
lumbia, Pa., H. E. Bradley, Harrisburg, 
Pa., president, Pennsylvania State Tele- 
phone & Traffic Association, reported for 
that state. Conditions in Pennsylvania are 
no different than in other states, he stated. 
The main ray of light is shown by an in- 
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crease in toll business of the Independent 
companies in August. It was only $2,700 
over any of the preceding months. While 
small, it indicates an upturn in the habit 
of the telephone user to use his telephone. 

Pennsylvania relies on its coal and steel 
industries. The coal companies have been 
putting on more men and the Pennsylvania 
Railroad Co. has ordered new steel cars 
and this means more employment in the 
steel and coal industries. 

The habits of employes have been raised 
by the various sales campaigns which have 
been an education to them. Mr. Bradley 
quoted an instance to illustrate this. 


In connection with the maintenance of 
service, he cited an experience last March 
when many telephone lines were out of 
service due to a sleet storm. One small 
company had its lines all in service the 
next morning after the storm. When ques- 
tioned by Mr. Bradley, the manager said 
that sledge hammers had been supplied em- 
ployes and they had gone around during the 
night hitting the poles with the sledge ham- 
mers, thus knocking the sleet from the poles 
and wires. As a result, the company had 
no trouble due to its lines being down. 


“Other Revenue.” 

E. J. Ward, commercial superintendent, 
Telephone Engineering & Management Co., 
Lima, Ohio, in the absence of George B. 
Quatman, general manager of the company, 
discussed the subject, “Other Revenue,” in- 
cluding the discussion prepared by Mr. 
Quatman. He defined other revenue as 
revenues which do not detract from the 
business of the company. 

The outstanding source of other revenue, 
Mr. Ward stated, is telephone directory ad- 
vertising. Another source is program serv- 
ice, which is not as remunerative now as 
it was a few years ago. Public address 
systems may be rented to the public on 
state occasions or supplied free of charge 
for community affairs which the telephone 
company can capitalize. 

Burglar alarm equipment and signal sys- 
tems for factories were discussed by Mr. 
Ward, who stated it is better to rent serv- 
ice than to merchandise any article. 

A more recent activity as a by-product 
is the telegraph. The speaker told of his 
company’s experience with the Postal Tel- 
egraph Plan, for the past 13 months. Stat- 
ing that the telegraph was largely supple- 
mental rather than detrimental to the toll 
business, Mr. Ward said that no depre- 
ciable loss in toll was found to the points 
reached. He expressed the belief that the 
telegraph has a definite place in the tele- 
phone business and forms a pleasing rela- 
tionship. 

Secretarial service was touched upon and 
the speaker stated his conviction that it is 
a practical by-product. 

Development of by-products is just be- 
ginning in the telephone field and there is 
a great field for them. More and more op- 
portunities are arising that may be capital- 
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ized by the telephone companies. Mr. Quat- 
man’s paper, as presented by Mr. Ward, 
will be published in a future issue of 
TELEPHONY. 

Traffic and Plant Economies. 

The Wednesday afternoon meeting at 
Columbus was given over to economies in 
the handling of traffic and in plant mainte- 
nance. “Traffic Economies” was the sub- 
ject of an address presented by Roy F. 
Mapes, Jamestown, N. Y., chairman, traffic 
division, United States Independent Tele- 
phone Association. 

Mr. Mapes gave some traffic figures and 
percentages of expenses covering the past 
34 years, after which he discussed econo- 
mies which had been made by different 
classes of companies. His address appears 
in full on other pages of this issue. 

“Maintenance Economies” were excel- 
lently presented by A. L. Stadermann, Terre 
Haute, Ind., chairman, plant division, Unit- 
ed States Independent Telephone Associa- 
tion and chief engineer, Citizens Independ- 
ent Telephone Co. Mr. Stadermann dis- 
cussed expenditures in the telephone busi- 
ness as related to capital and income ex- 
penditure. 

He then presented a review of the ef- 
fects of the depression on the number of 
stations of the class A companies and also 
on the revenues. The problem of the ex- 
ecutives, he stated, was to reduce expenses, 
so far as possible, to offset the loss in reve- 
nues. The greatest reduction was made in 
traffic expenses and the next largest reduc- 
tion was in the maintenance expense, both 
of which are the large expense items. 


Having defined what is meant by economy 
and why economy is needed, Mr. Stader- 
mann took up the consideration of how to 
accomplish economies in maintenance. He 
made a number of recommendations relative 
to buildings, central office and substation 
equipment, poles, cable and wire, and mis- 
cellaneous items. Mr. Stadermann’s ad- 
dress will be published in full in next 
week’s issue of TELEPHONY. 

A most lively discussion followed Mr. 
Stadermann’s address, centering principally 
on account No. 607, station removals and 
charges. This was participated in by R. V. 
Achatz, Aurora, Ind.; Lloyd C. Wright, 
Jamestown, N. Y.; J. G. Crane, Chicago; 
F. J. Brookman, Rochester, N. Y. (who 
passed away very suddenly on October 25 
upon returning to his home from Colum- 


bus); C. E. Archer, Tampa, Fla.; R. M.. 


Matteson, Clinton, Ill.; J. W. Safford, 
Troy, Ohio; Henry A. Barnhart, Roches- 
ter, Ind.; Mr. Stadermann, and a number 
of others. 

Upon conclusion of the discussion, Chair- 
man MacKinnon called upon Henry A. 
Barnhart, Rochester, Ind., to tell of his 
business experiences. Mr. Barnhart, a for- 
mer Congressman, spoke briefly of the po- 
litical situation. He stated that Congress 
is guided by a small minority and urged 
that, in voting next month, it be done for 
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men who are not standing for things that 
would injure our business. 

Mr. Barnhart spoke of advertising and 
declared that insistently going before the 
public with any kind of advertising is an 
excellent procedure. His company pub- 
lishes a list from time to time of new sub- 
scribers, thus bringing its service to the 
attention of the general public. He paid a 
tribute to the association officials and also 
to those of the Bell System for saving the 
industry from injurious taxes on messages 
in the revenue law which was passed by 
Congress last June. 

Fred Coulson, Jr., Salina, Kans., Sell-A- 
Phone Service Co., was called upon by 
President MacKinnon to tell of sales cam- 
paigns his organization is putting on. Mr. 
Coulson stated that ‘since May he has 
reached the conclusion that telephone man- 
agers do not keep in close enough contact 
with their customers. Each new sales cam- 
paign put on develops new ideas. He closed 
by telling of some campaigns supervised by 
his organization and the results attained. 
New subscribers are put on the books which 
the company would not ordinarily have 
had. 

R. V. Achatz, Aurora, Ind., was the con- 
cluding speaker of the program. Mr. 
Achatz brought up the matter of checking 
up on collections. At the beginning of this 
month, his company made a list of all sub- 
scribers with back balances. 

Mr. Achatz and also his plant man start- 
ed out to interview these subscribers, and 
they found that the subscribers liked these 
visits. He expressed the belief that the 
visits had done a great deal in the building 
up of good will. 

Depreciation and Accounting Sessions. 

The sessions of Thursday, October 20, 
were equally as well-attended as those of 
previous days; the room in which these 
conferences on the accounting and depre- 
ciation orders were held being filled to ca- 
pacity. This indicates the interest that the 
companies have in the effect of the new 
accounting orders on their accounting and 
depreciation practices and their desire to 
have those accounts standardized and in 
order. 

The meetings were presided over by 
President MacKinnon of the national asso- 
ciation, who, at the beginning of the morn- 
ing session, explained the status of the 
Interstate Commerce Commission’s account- 
ing and depreciation orders. He read the 
request filed by the association in behalf 
of its member companies that that part of 
the depreciation order which requires 4 
breakdown in the depreciation reserve by 
January 1, 1933, should be postponed until 
after the filing of the rates in August, 1933, 
and the approval of those rates by the state 
and Interstate commissions. 

The association also requested that, if the 
effective date of the new accounting order 
be January 1, 1933, provision be made for 
postponement by those companies which 
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make formal application to the commission 
and receive permission to postpone. It was 
also requested that where a company re- 
ceives permission to postpone the installa- 
tion of the new accounting system, it auto- 
matically receives permission to postpone 
for another year compliance with the de- 
preciation order. The association had, pre- 
vious to making these requests, formally 
asked the commission to postpone the effec- 
tive date of the depreciation order for one 
year for Class C companies. 


Chairman MacKinnon explained that, due 
to pressure of business and reduced forces, 
the commission had been delayed in render- 
ing its decision on these requests and in 
issuing its order putting into effect the 
new accounting system. He stated that it 
was his belief that the requests would be 
complied with and, therefore, in the discus- 
sions that were to be held it should be 
assumed that the accounting order would be 
effective January 1, with the right to apply 
for postponement and that nothing will be 
required under the depreciation order until 
August 1, when filings are to be made with 
the commissions. 

In his opening remarks, Mr. MacKinnon 
also explained, through a memorandum 
from the commission, the commission’s in- 
terpretation of the present regulations in 
regard to handling the depreciation reserve 
and making the necessary charges and cred- 
its to the depreciation accounts. 


The Depreciation Order. 

After thus explaining the status of the 
orders and the Interstate Commerce Com- 
mission’s viewpoint on present practices and 
the procedure the association thinks should 
be followed by the companies, Mr. Mac- 
Kinnon called upon A. B. Greene, telephone 
engineer of the Florida Railroad Commis- 
sion, to discuss the Interstate Commerce 
Commission’s depreciation order, known as 
No. 14700. 

The depreciation order was given in con- 
densed form, whereupon Mr. Greene 
launched into a discussion of depreciation 
charges, the preparation of the information 
to be submitted by the companies to the 
commission, and the dividing of deprecia- 
ble property into four groups. 

The causes of deoreciation of telephone 
property were briefly touched upon by Mr. 
Greene. Detailed extracts from the depre- 
ciation order of the Interstate Commerce 
Commission were read to bring out points 
which the speaker wished to stress. 

Telephone companies, he stated, are faced 
with the problem of developing a form of 
Statement in which the required informa- 
tion can be furnished. The suggestion was 
made that such a task could easily be as- 
signed to the engineering and accounting 
committees of the telephone association. 
Such information could be divided into four 
schedules, incorporating the requirements of 
the order. 

The classification .of telephone property 
Was then taken up by the speaker, which 
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included the possible future growth of 
plant. The rate of growth of the telephone 
plant is a vital factor in arriving at a figure 
representing average service life. The 
proper distribution of units of plant 
throughout its life plays an important role 
in this respect. 

In connection with the compilation of in- 
formation to be submitted to the commis- 
sion, Mr. Greene discussed the use of life 
tables for classifying the physical property 
of a company. He closed his remarks by 
stressing the fact that even though the 
commission has been liberal in extending 
the time for filing reports, this extension is 
for the purpose of preparation on the part 
of the telephone companies. 

Mr. Greene’s valuable and _ interesting 
paper will be published in full in an early 
issue of TELEPHONY. 

After hearing Mr. Greene, the subject of 
the depreciation order was thrown open for 
discussion. This was very actively and vig- 
orously participated in by Lloyd Wright of 
Jamestown, N. Y.; Gustav Hirsch of Co- 
lumbus, Ohio; A. O. Black of Butler, Pa.; 
Frank E. Bohn of Fort Wayne, Ind.; C. 
I. Archer of Tampa, Fla.; C. B. Russell 
of- Columbus, Ohio; John W. Coffey and 
J. K. Johnston of Indianapolis, Ind.; F. J. 
Brookman of Rochester, N. Y.; A. L. 
Stadermann of Terre Haute, Ind.; Ward 
Snook of Columbus, Ohio, and others. 

One of the principal points brought up 
for discussion was the question as to how 
the filings that are required under the de- 
preciation order are to be made with the 
commissions; how the smaller companies 
are to arrive at a statement which is re- 
quired of them as to their experiences in 
regard to the depreciation of various parts 
of their property and 
buildings. 

During, and again at the conclusion of, 
this discussion, Mr. MacKinnon explained 
that it is the purpose of the association to 
prepare necessary blanks on which to make 
the filings after the association, cooperating 
with the companies, has made some test 
filings. In making up these test filings, it 
is thought the necessary forms will be 
worked out that will be satisfactory to the 
commissions and practical for the com- 
panies to use. 

Mr. Stadermann emphasized the point 
that the commission is asking for two 
things from the companies : their experience 
as to the depreciation of various classes of 
property, and their opinion as to what the 
future rates for depreciation should be on 
each of those classes of property. This is 
an important point for the companies to 
have in mind—that the future rate will not 
necessarily be the rate based upon past 
experience. 

Before the adjournment of the morning 
session, Mr. MacKinnon called upon W. G. 
Brorein, president of the Peninsular Tele- 
phone Co. of Tampa, Fla., who extended 
to the members of the association a most 


especially as to 
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cordial invitation to attend the meeting of 
the southern district of the association 
which is to be held during the winter 
months at St. Petersburg, Fla. 

The second session of the last day of the 
meeting was devoted to an analysis and dis- 
cussion of the changes in the accounting 
systems which are to go into effect when 
the necessary order is issued by the Inter- 
state Commerce Commission. 

After preliminary explanations by Chair- 
man MacKinnon of the various conferences, 
lasting over several years, that have been 
held with the officials of the bureau of ac- 
counts of the Interstate Commerce Commis- 
sion by representatives of the Bell System 
and the accounting committee of the asso- 
ciation, at which the changes in the account- 
ing system have been worked out, John W. 
Coffey of Indianapolis, Ind., was called 
upon to discuss the changes in the account- 
ing system as he has analyzed them. 


Analysis of Account Numbers. 

Mr. Coffey had prepared a chart showing 
the changes in account numbers, titles of 
accounts, etc., which was distributed to 
those attending the conference. This chart 
was checked in detail under the leadership 
of Mr. Coffey and each change discussed 
from the engineering and accounting stand- 
points by Mr. Stadermann, Mr. Hirsch, and 
Mr. Snook for the engineers; C. E. Archer, 
Tampa, Fla.; S. G. Bowie of Rochester, 
N. Y.; F. J. Tellman of Fort Wayne, Ind., 
and C. B. Russell of Columbus, Ohio, for 
the accountants, with Lloyd Wright of 
Jamestown, A. O. Black of Butler, Pa., 
Geo. X. Cannon of Freeport, Ill., and other 
executives participating. 

It was the recommendation of the con- 
ference that the Interstate Commerce Com- 
mission be requested to prepare and dis- 
tribute an analysis similar to that prepared 
by Mr. Coffey, which could be accepted as 
the official interpretation of the changes in 
the accounts and that the association pre- 
pare and distribute an analysis of the ac- 
counting changes and emphasize the neces- 
sity of the companies keeping many of the 
detailed accounts which they have been 
keeping that will be merged in one account 
under the new requirements of the com- 
mission. 

Inasmuch as the Interstate commission 
for its purposes may need only a combined 
account, the state commissions in rate cases 
will call upon the companies for detailed 
information that can only be obtained by 
keeping the same sub-accounts that the com- 
panies are keeping under the present 
system. 

Mr. MacKinnon, in behalf of the national 
association, explained that it is the inten- 
tion of the association to issue such an 
analysis. 

With the close of this day’s session at 
five o’clock in the afternoon, the very suc- 
cessful eastern group meeting of the United 
States Independent Telephone Association 
was declared adjourned. 








Meeting of Western Companies 


United States Independent Telephone Association's Group 
Meeting at Des Moines, lowa, Featured by Lively Discus- 
sions of Status of Industry and Steps for Future Development 


The first session of the grvap meeting of 
the United States Independent Telephone 
Association at Des Moines, Iowa, was 
called to order at 2:15 p. m. on Tuesday, 
October 25, by President F. B. MacKinnon. 
He explained the use of the lapel micro- 
phone used by the speakers and suggested 
it as a profitable by-product for telephone 
companies. 

J. M. Plaister of Fort Dodge, vice- 
president of the Iowa Independent Tele- 
phone Association, in the absence of Henry 
b. Melick, president of the Iowa associa- 
tion, cordially welcomed the telephone men 
to Iowa. 


George R. Folds, Chicago, IIl., president, 
Cook Electric Co., extended greetings from 
the manufacturers and then discussed “The 
Telephone Company. and the Supplier in 
Business.” He counseled that each ex- 
amine his own situation to “determine 
if you are spending what you can and 
should to put your properties in first-class 
condition. 

“Do you feel that you are doing your bit 
to restore confidence and thus regain the 
loss of subscribers?’ he asked. Mr. Fold’s 
address will be published in a future issue 
oft TELEPHONY. 

President MacKinnon used statistics of 
class A companies for several years past 
to show “Where We Are Now.” His ad- 
dress is published elsewhere in this issue. 

“Where Do We Go From Here?” was 
ably discussed by Houck McHenry, Jef- 
ferson City, Mo., president, Missouri Tele- 
phone Association. He pointed out the 
general situation, where we are groping for 
new ideas and new ideals, and contrasted 
the merchants’ business with the telephone 
business ; where a loss of 10 per cent in sta- 
tions does not mean a reduction in a tele- 
phone company’s investment. 

The speaker discussed at considerable 
length the lack of understanding of the 
average telephone subscriber of the nature 
ot the business. The general impression is 
that rates should fall with the drop in com- 
modity prices regardless of the real factors 
upon which rates are based. 

Some of the many reasons why telephone 
rates cannot be reduced were reviewed by 
Mr. McHenry, who quoted from editorials 
in TELEPHONY and other publications. 

The tax load borne by telephone com- 
panies was mentioned, as well as the recent 
order of the Wisconsin Public Service 
Commission decreasing rates of the Wis- 
consin Telephone Co. 12% per cent with- 
out considering the condition of the com- 
pany. While this order is a temporary 
one, the final order, when issued, is ex- 
pected to be carried to the federal supreme 
court, he said. 


The value of service to persons was dis- 
cussed as a factor in basing rates, after 
which the speaker briefly touched upon the 
sale of service facilities. While it is harder 
to sell service now than in 1931, it can be 
done, and the best way is by personal con- 
tact. Mr. McHenry related the experience 
of his company in a campaign now in prog- 
ress, which shows a small net gain in sta- 
tions to date. 

He closed his most interesting address 
by reading “Why Crow About It? 
Scratch.” 

To indicate the diversity of the attend- 
ance at the meeting, Chairman MacKinnon 
introduced Walter J. Gallon, Antigo, Wis., 
president, Wisconsin Telephone Associa- 
tion; E. D. Glandon, Pittsfield, Ill.; John 
H. Agee, Lincoln, Neb.; Foster Laming, 
Tongonoxie, Kans.; Herbert J. Clark, 
Salina, Kans.; W. J. Brazell, Aberdeen, 
S. D.; E. F. Carter, Columbia, Mo.; P. A. 
Glaeser, St. Paul, Minn., and others. 


A. H. Griswold, New York, executive 
vice-president, Postal Telegraph & Cable 
Corp., in prefacing his address on “The 
Postal Telegraph Company’s Contract with 
Telephone Companies,” expressed his belief 
that the worst is over. He congratulated 
the telephone managers on what they have 
done as a group. The showing of the tele- 
phone industry is splendid, he declared, and 


‘much ahead of the average industry of the 


country. 

In concluding his address which appears 
on other pages, Mr. Griswold briefly. dis- 
cussed by-products. “Any by-product,” he 
stated, “must be one directly allied with 
the industry and so tied in with it as not 
to be extraneous to it. No _ by-product 
should be undertaken if that by-product 
becomes a burden on the users of the tele- 
phone service.” 


President MacKinnon stated that his con- 
clusion, after studying the matter, is that 
providing a telephone company can make 
the right agreement, it should be the single 
communication company in its territory. 
Such a development is coming slowly and 
the Postal plan is-one of the movements to 
that end, he stated. 

Business Discussed at Des Moines.. 

The Wednesday morning session was 
opened at 9:45 o’clock by President F. B. 
MacKinnon who briefly discussed the situa- 
tion regarding station gains and losses. He 
expressed the view that the public should 
be told how many telephones are discon- 
nected and new ones connected in order to 
obtain a net gain in stations. 

W. E. Bell, general commercial superin- 
tendent, Lincoln Telephone & Telegraph 
Co., Lincoln, Neb., opened the discussion 
of the general topic, “How’s Business?” 
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with remarks directed to answering the 
question, “What Now?” He declared this 
an interesting subject if for no other reason 
than the fact that it arouses curiosity be. 
cause of its somewhat vague character. 
“What Now?” might well be applied as a 
question concerning any subject that read- 
ily comes to mind, he said. 

“However,” said Mr. Bell, “you, no 
doubt, have logically assumed that its par- 
ticular application here will have to do 
with an attempt to present certain thoughts 
concerning the industry in which we are 
all so vitally interested. 


“The title assigned seems to challenge the 
past and indicates a contemplated change in 
procedure. There is no question that the 
telephone industry has been sorely tried 
during the recent months, along with all 
other major lines of business. However, 
the companies that were sanely financed 
have come through this period nicely by 
offsetting decreased revenues by decreased 
expenditures, apparently without permitting 
any lowering of the quality of the service 
rendered. Certainly, this reflects most fa- 
vorably on the management of such ccm- 
panies, and, as ‘Brother Crawford’ says, 
‘Let this be a lesson’ to the management of 
companies less capably handled. 


We have all been called upon to use our 
ingenuity, imagination and _ resourceful- 
ness. If we can but retain in effect the 
wholesome changes made in our industry 
during these trying years, then we have 
taken a real step forward and are in posi- 
tion to answer, at least in part, the ques- 
tion which we are discussing, ‘What Now?’ 

There are at least two major problems 
before us, as I see it, in seeking the answer 
to this question. The first is maintained 
public relations, and the quality of service 
to the high standard of efficiency now in 
effect. 

We are admittedly having a difficult time 
to satisfy the public which thinks that rates 
should be reduced and which is unduly crit- 
ical of any slip in the service. Not being 
familiar with the extent of our troubles, 
they are annoyed by what we consider sane 
collection policies and believe, because we 
do not whine, that we are prosperous. 

It may be difficult to find the dollars 
necessary to properly maintain our public 
relations and the efficiency of our service, 
but I am sure that we of the telephone in- 
dustry, along with all others, are learning 
how to make our dollars go farther, and 
should, above all else, preserve our service 
on the high plane which has been charac- 
teristic of the industry in the past. If we 
fail in this, the solution of our second prob- 
lem will be increasingly hard to work out. 

The second, and to my mind more difh- 
cult, problem is that of increasing our in- 
come. I am sure that this present major 
problem of the industry demands our most 
serious thought. Personally, I do not be- 
lieve that there is any patent method that 
can be offered as a solution. Telephone 
companies throughout the country, includ- 
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ing our own, have tried various expedients, 
some measurably successful, but none has 
been found to be a panacea. 

Developing a Selling Organization. 

“We feel, in our particular company, that 
the situation calls for a personnel, thor- 
oughly trained in the knowledge of the tele- 
phone business and the technic of selling. 
To this end, we have been laying the foun- 
dation of a selling organization, the effect- 
iveness of which, owing to present condi- 
tions, may not be fully evident now, but 
will, we believe, become increasingly ap- 
parent as the upturn in business takes place. 

Work along this line has been carried 
on during recent months by a consistent 
educational and sales training performance, 
which has included our entire company per- 
sonnel, regardless of departmental activities. 
We have concentrated, of course, upon the 
training of employes whose duties are in a 
large measure commercial, with particular 
reference to sales work. 

This course has resulted in arousing an 
interest and in developing a sales-minded- 
ness that is beyond our expectation. 

Our general sales plan provides not only 
for a year-round participation on the part 
of each employe, but also for the conduct- 
ing of special campaigns from time to 
time. 

As one answer to the question, ‘What 
Now?’ we propose to continue our educa- 
tional and sales training activities on a basis 
which will permit of presenting the subject 
again to each employe during the following 
months. 

We are convinced of the fact that the 
commercial department of every telephone 
company will, during the next two or three 
years, be called upon to face a type of sales 
competition which has never been experi- 
enced before. This will come from every 
other industry that is in a position, and of 
such a character as, to promote its own 
welfare and to develop its own market dur- 
ing this period of returning business nor- 
malcy. Face to face with this type of com- 
petition, the telephone industry will be vir- 
tually helpless unless it is prepared to meet 
it in a logical and sensible way. 

As indicated, we believe the first step in 
this direction is the proper preparation of 
every employe in the technic of real sell- 
ing, which must include a knowledge of 
the -fundamentals of the telephone industry. 
In addition to this, there should be organ- 
ized and equipped a special group of em- 
ployes whose sole duty it will be to sell tele- 
Phone service. As a nucleus of _ this 
group, we have included our exchange man- 
agers, certain combination men who have 
shown unusual sales ability, and our com- 
mission salesmen. 

As has been suggested, the selection of 
this particular group has been made be- 
Cause of the background of years of train- 
ing and experience, together with evident 
sales ability which these individuals mani- 
fest in handling telephone problems. We 
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are forming these people into a sales unit 
whose duty it will be to cover our entire 
territory at least once every six months. 

We feel the need of getting even closer 
to our present subscribers than ever before, 
to make sure that we are fully meeting their 
desires as well as their needs. Hence, in 
addition to our special sales group, we pro- 
pose to assign certain areas to men who will 
devote their entire time to commercial ac- 
tivities, giving particular attention to pres- 
ent subscribers, cultivating their acquaint- 
ance, and endeavoring to anticipate their 
needs and requirements. 

We hope and expect that through the 
contacts provided by these experienced and 

















Foster McHenry, Jefferson City, Mo., Man- 

ager, Capital City Telephone Co., Told 

What a Small Company Has Done to Main- 
tain Itself and Service. 


trained men, supplemented by consistent 
advertising, we will be able to secure a 
return of the belief on the part of the 
public that telephone service is to a great 
extent indispensable to the household and 
as an adjunct to the carrying on of any 
successful business. 

As previously stated, we know of no 
remedy for our problems that will prove 
equally effective in every community. While 
we believe that the suggestions offered are 
fundamental, we realize that their applica- 
tion will have to be adjusted to meet the 
needs developed by each separate company.” 

Foster McHenry, of Jefferson City, Mo., 
manager, Capital City Telephone Co., was 
called upon by Chairman MacKinnon as a 
representative of the smaller companies 
which have no commercial department, the 
manager looking after that in addition to 
his other duties. 

“In spite of conditions,” said Mr. Mc- 
Henry, “we must ‘dig in’ as in football and 
go ahead.” 

Mr. McHenry’s company has put on two 
campaigns: one last year and one now in 
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progress. In 1931, 334 stations were gained 
in the campaign and all except 26 were 
held on January 1, 1932. On the last day 
of August, 1932, the company was ten sta- 
tions behind. Another campaign was then 
decided upon. 

Being a small company, the heads of the 
departments were called together, the situa- 
tion laid before them and plans made for 
a campaign. An employes’ meeting was 
then called and they were told of the con- 
ditions. No forms are used for reports 
or otherwise. 

Employe participation is greater this 
year, being 95 per cent as against 80 per 
cent last year. In September of this year 
there were 107 disconnects and total sales 
of 409, divided among 232 main stations, 32 
up-grades and 145 miscellaneous sales. 

The cost of the campaign is small, $200 
being spent in additional advertising and 
employes being reimbursed on a point basis 
on sales. This amounted to $105, making a 
total of about 5 per cent of the gross reve- 
nue increase and a little more than 12 per 
cent on net revenue. 


In closing, Mr. McHenry stated his com- 
pany is operating a secretarial exchange as 
it was believed it should be the organiza- 
tion to carry on such a service in its com- 
munity. The company has 11 subscribers 
to this secretarial service, mostly doctors 
and undertakers, and derives a monthly 
revenue of $5.00 from each. 

In reply to a question relative to busi- 
ness conditions, Mr. McHenry said that 
Jefferson City being the capital city of 
the state, the salaries of the people have 
not been affected by the depression. He 
expressed the view that there is a change 
and that things are “looking up.” The 
greater part of the company’s gain in sta- 
tions is in business stations. : 

Collections have been below normal. 
Disconnections are made “on the dot.” 
However, any person who comes to the 
office or calls up to state that he is unable 
to pay but will as soon as possible, is 
carried along. 


E. D. Glandon, of Pittsfield, Ill., presi- 
dent, Pike County Telephone Co., stated 
that the efforts of telephone companies are 
dependent upon the success of agriculture 
in the Middle West. He pointed out that 
corn this week reached the lowest price 
in history and probably an all-time low. 
He declared that the telephone companies 
cannot succeed unless the farmers succeed. 


Being a farmer as well as a telephone 
man, it has been Mr. Glandon’s policy to 
give attention to the farm problems and 
help all he can. He declared this work 
is similar to building health in individuals 
and that one who does it escapes a lot 
of illness and problems. 

He mentioned that we are passing from 
the culture of capitalism to the culture of 
cooperation, and expressed the belief that 
telephone companies will not get their 
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farm subscribers back on 24-cent a bushel 
corn. 

Mr. Glandon’s company operates about 
4,000 stations from 16 exchanges. His loss 
has been less than 20 per cent in stations 
and more than 30 per cent in toll. The 
net revenues are down about one-third. 

















E. D. Glandon, Pittsfield, IlIl., President, 

Pike County Telephone Co., Advocated Aid- 

ing Farmers, for He Believes That Their 

Prosperity and That of Companies Are 
Tied Together. 


He met the situation by reductions of pay, 
in hours of work, cancellation of a profit- 
sharing plan that had been in operation 
for several years, and a reduction in the 
set-up for depreciation, his reserve amount- 
ing to 30 per cent. 

As a result of these economies, about 30 
per cent of the losses was re-captured so 
that the net is about two-thirds of that 
about a year ago. About one-third of his 
company’s revenues is from toll, there be- 
ing no other toll company in the territory 
served. 

Mr. Glandon last year toak corn in ex- 
change for rentals, allowing about 20 to 25 
per cent above the market price. He took 
in some 20,000 bushels of corn and lost 
money by it but gained good will. He ex- 
pects to make an offer for corn again this 
year. 

He has met the demand for lower rates 
by giving comparison and the reasons why 
the rates cannot come down. The farm- 
ers have low rates now because of the 
revenues received by the company from 
tolls but these, as previously stated, have 
fallen off. 

Mr. Glandon wrote a letter to the state 
commission giving the facts relative to his 
company so that if complaints were made 
to the commission, it would have the in- 
formation to discuss the rates and service 
with the subscribers. . He also supplied the 
farm bureau with the same information. 
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The speaker stated that the one on the 
“anxious” seat is the man with a big debt 
hanging over him. The securities of his 
company have been maintained at par and 
accrued interest by his bank and is the 
only security that has.stood up during the 
depression. 

In reply to questions, Mr. Glandon stated 
that he leaves in the telephones which are 
ordered out, believing that so doing creates 
good will. The service connection fee is 
waived when service is restored. In one 
exchange he has tried taking off the crank 
and allowing a one-way service. As a re- 
sult some people have asked that the crank 


be put on, restoring their complete service. . 


A. L. Stadermann, of Terre Haute, Ind., 
endorsed Mr. Glandon’s thoughts relative 
to the success of the farmer. “Let us 
study the farm situation,” he said. “Get 
them on their feet, and we will be on our 
feet.” 

Walter J. Gallon, Antigo, Wis., presi- 
dent, Wisconsin State Telephone Associa- 
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tion, outlined conditions in Wisconsin and 
declared himself against the system of 
barter and exchange. 

He personally visited 300 of his sub- 
scribers who had ordered telephones out 
and saved approximately 24. He is op- 
erating in new territory, the city of 


Antigo having been founded about 35 years 


ago. The territory is emerging from the 
logging industry and going into the farm- 
ing industry. His company, the Langdale 
Telephone Co., has about 2,500 subscribers 
and about 100 miles of toll line. 

A most stimulating talk was made by 
J. C. Crowley, Jr., St. Paul, Minn., sec- 
retary-treasurer, Minnesota Telephone As- 
sociation. He declared that a common 
formula will not cure the situation, and 
that the depression is not to blame for all 
the troubles of the telephone companies. 
The service is to blame for some of it. 
If the properties are restored to where they 
belong, the subscribers will come back. 

(Please turn to page 35.) 


What Operators Want to Know 


Ten Additional Business Commandments That Can Be Used 
Effectively in Telephone Exchanges—Conscientious Observance 
of Commandments Helpful in Our Everyday Work—No. 70 


By Mrs. Mayme WorkKMAN, 
Traffic Supervisor, Illinois Telephone Association, Springfield, III. 


We are all familiar with the “Ten Com- 
mandments of Moses,” and I have just 
discovered ten additional commandments 
called “Ten Additional Business Com- 
mandments.” I believe they could be used 
very effectively in our telephone exchanges 
so I am going to give them to you: 


Word hard—tackle the hardest job first 
each day. 

Study hard—the more you know, the 
easier and more effective is your work. 

Have initiative—ruts often deepen into 
graves. 

Love your work—there’s a sense of sat- 
isfaction in doing work well. 

Be exact—accuracy is better than haste. 

Have courage—a stout heart will carry 
you through difficulties. 

Be friendly—only friendly people be- 
come successful leaders. 

Cultivate personality—personality is to 
a man or woman what perfume is to 
flowers. 

Wear a smile—it opens the door into the 
sunshine beyond. 

Do your best—for if you give to the 
world the best you have, the best will come 
back to you. 


The first commandment says to tackle 
the hardest job first. And I must confess 
that I have not been observing the first 
business commandment. It is so easy to 
shove a hard or distasteful task aside, 
and do the more simple and_ pleasant 


things. Then when we get around to the 
hard job, we are all tired out and usually 
do poor work. 

In the days when we wore clothes that 
were starched and ruffled, and many oi 
them including shirtwaists with starched 
collars and cuffs, ironing was a real house- 
hold art. 

As I was a particular young woman, | 
put on a fresh shirtwaist every day. This 
resulted in Mother telling me that if | 
persisted in this practice, I would have to 
iron my own shirtwaists. I can remem- 
ber unrolling one, and if it happened to 
have any frills, slipping it into the bot- 
tom of the clothes basket. That was 
surely not tackling the hardest job first. 

I am sure if you will analyze these ten 
business commandments carefully and con- 
scientiously, you will discover, as I did, 
that you are not observing all of them 
as well as you might. 

Questions from Illinois Operators. 

1. On a direct circuit, may I hold the 
circuit if the circuit to a ringdown trunk 
is busy? 

2. How long may I hold a subscriber 
on the line without giving a report? 

3. When does CA become a chargeable 
report? 

4. Should the toll center get the filing 
time from her tributary? 

5. What is the difference between 4 
postpay and a prepay telephone? 

For answers to these questions from real 
Illinois operators, please turn to page 3". 
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The Present Condition of Independents 


Comparisons of Operations of Class A, B and C Companies Show Companies 
Back on 1928 Income and Expense Basis with 1931 Investments and Bond and 
Stock Issues — Address at Group Conferences of United States Association 


By F. B. MacKinnon, 


President, United States Independent Telephone Association, Chicago, II. 


We are here to discuss the present condi- 
tion of the Independent telephone com- 
panies. These companies operate 4,500,000 
stations. We have data for 1931 and prior 
years for the companies that operate one- 
half of these stations—the class A, B and 
C companies. These companies represent 
three-fourths of the $500,000,000 invested 
by the Independent telephone industry and 
are, therefore, representative of that whole 
group. 

We have called to these two group meet- 
ings the executives who are responsible for 
this huge investment and the service these 
companies render to the nation. These ex- 
ecutives include the presidents, general man- 
gers, auditors, engineers, and traffic chiefs 
of the operating companies, and the presi- 
dents, general managers, salesmen and en- 
gineers of the manufacturing companies. 
This is a business meeting to consider pres- 
ent conditions, past experiences, and future 
plans. 

I want to open the discussions by calling 
your attention to some comparisons that will 
perhaps show us where we stand as a 
group, and enable each manager to see 
where his property stands as compared 
with the group. The association’s analy- 
sis of the operations of the class A, B and 
C companies for 1931 have been sent out to 
all of those companies. We have an an- 
alysis of class A operations for 1932 of the 
A companies based on August reports to 
the Interstate Commerce Commission. B 
and C company managers can apply these 
percentages of decrease of these A com- 
panies to their own company figures, and 
thus estimate how they are getting on as 
compared with the larger companies. 

W. R. McCanne and George R. Folds 
have pointed out very clearly the position 
of our manufacturing companies. They 
have expressed the belief that the oper- 
ating companies are too reluctant to pur- 
chase needed equipment for replacements 
and repairs; that many of these operating 
companies have adequate depreciation re- 
Serves set up in the past years for replace- 
ments; that many such replacements should 
be made now; and that, under the ma- 
chinery which has been set up by the fed- 
eral government, financial assistance can be 
obtained on such terms as will enable any 
company desiring to do so, to obtain money 
for the purchase of equipment on reason- 
able terms. 

These representatives of our manufac- 
turers have called your attention to their 
need of orders that will keep the factory 


going and furnish employment to the 
trained men who should be employed. 
There is no question that the factory is 
essential to the operating companies; there 
is no question that some of our companies 
can, and should, make arrangements for 
financing equipment replacements, thereby 

















“There Are Companies,” Said Mr. MacKin- 
non in Discussing Financial Situation of 
the Industry, ‘“‘That Are at the Danger 
Point of Sacrificing Plant and Service to 
Interest and Dividend Requirements. This 
Is the Most Dangerous Point a Company 
Can Reach.” 
maintaining our factories and assisting in 
furnishing employment to thousands of 
men. 

Let us analyze the situation more in 
detail, and see whether my last statement 
is justified. To understand conditions it 
is necessary to ascertain just where we are 
now as compared with prior years. We 
must ascertain to what point we have re- 
tired and how our present conditions com- 
pare with our condition then. 

A study of the reports of the class A 
companies (both Bell and Independent) 
shows that these companies on August 31, 
1928, were operating 15,487,537 stations and 
on August 31, 1932, were operating 15,- 
592,322 stations; over 100,000 more in 1932 
than in 1928. As some companies, due to 
growth, are included in the 1932 data that 
were not included in the 1928 figures, we 
can well say that the number of stations is 
the same now as in 1928. 

During 1930 a high point was reached 
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when there were 1,600,000 more stations in 
service than in 1928. Of course, we in the 
business understand that this gain to the 
high point was net gain; that to attain that 
point, millions of stations were connected 
and disconnected, the turnover about which 
the public hears nothing. I sometimes won- 
der if it would not be better for our man- 
agers, instead of reporting net gains or 
losses in their published statements, to re- 
port so many installations and so many dis- 
connections and the net result of this; as in 
many other parts of our business the public 
understands but little. 

We are back in 1928 insofar as stations 
are concerned. How about revenue? The 
reports show the class A revenues for 1932 
are running 2 per cent higher than for 
1928; “Subscribers’ station revenue” is 8 
per cent greater ; “Toll message” revenue is 
13 per cent less. We have had our eyes so 
fixed on 1930 that we have overlooked the 
year that really compares with this. 

We forget when we see toll revenue 
stinking 20 per cent this year from last, 
and 20 per cent last year from the year be- 
fore that, that toll revenue went up so rap- 
idly from 1928 to 1930 that we were so hard 
put for facilities that many of our man- 
agers began to say “Let Mother Bell do it; 
she has plenty of money.” And “Mother 
Bell” spent millions in an attempt to meet 
the demand of that 1930 peak load. She 
and her children are back on the 1928 ba- 
sis with much plant that is idle now but 
which will be in use again in the next few 
years. 

Depreciation charges of the companies 
were 2 per cent greater in 1932 than in 
1928, maintenance was 1 per cent greater 
and traffic was 15 per cent less. Traffic is 
concerned with amount of business, which 
decreased. Depreciation and maintenance 
deal with the plant, which increased. The 
expenses for 1932 are $38,000,000 greater 
than 1928; $24,000,000 of this is for de- 
preciation, $10,000,000 for maintenance and 
the other $4,000,000 is charged to uncollect- 
ibles, taxes and miscellaneous items. 

Revenues are on a par with 1928. So is 
the number of stations. But expenses are 
greater. The “Investment in fixed capital” 
account is much larger. So, too, are the 
“Capital stock” and “Funded debt” ac- 
counts. 

These figures I have been giving are for 
both Bell and Independent class A com- 
panies. We have separated from the fig- 
ures for all class A companies the data of 
the Independent A companies on these three 
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accounts. The 71 companies of our A 
group have added $70,000,000 to the plant 
account since 1928. To pay for this in- 
creased plant, they have issued $30,000,- 
000 in stock and $28,000,000 in bonds. 
These increased investment and interest and 
dividend obligations are differences between 
1928 and 1932. 

The decrease in stations of our A compa- 
nies from 1928 to December, 1930 was 196,- 
412. They lost 60,634 of these stations in 1931 
and up to August 31 of this year had lost 
121,789 more (at the rate of 8 per cent). 
September showed a loss of 7,500 stations, 
leaving a balance of 6,000 more than in 
1928. Probably this balance is being lost 
in October so that by November 1 we will 
be back to 1928. But 11 companies report- 
ed net gains for September, and at Co- 
lumbus we had assurances from other com- 
panies they would show gains for Octo- 
ber; so perhaps we will close the year 
. ahead of 1928. We certainly will if the 
aggressive sales campaigns that are proving 
so successful are continued. 

Our A revenues we estimate will be 6.1 
per cent ($3,710,834) less than 1931; but 
$4,599,000 greater than 1928. Our expenses 
are running 6 per cent less than 1931; but 
$2,763,371 more than 1928. Our amount 
available for interest and dividends will be 
3.5 per cent less than in 1931; but $3,488,- 
471 more than in 1928. This amount must 
offset an increase in funded debt of $28,- 
000,000 and an increase in invested capital 
of $70,000,000 and the increase of capital 
stock of $30,000,000.. 

The amount available for interest and 
dividends was 5.9 per cent of the fixed cap- 
ital in 1928. This year it will be 5.6 per 
cent. After the payment of interest in 
1928 there remained-for dividends or sur- 
plus 8.7 per cent on the capital stock. In 
1932 this will be 7.6 per cent. The average 
investment per station has increased from 
$155 in 1928 to $210 in 1932. It is interest- 
ing to note also that the average per sta- 
tion revenue in 1928 was $40; in 1932 it is 
$44—due to loss of residence, rural and 
P.B.X. stations. 

The operating ratio of our class A com- 
panies in 1928 was 76.9 per cent; in 1929 it 
was 73.6 per cent; in 1910 it was 73.9 per 
cent; in 1931 it was 73.7 per cent; and is 
at the rate of 73.7 in 1932. This indicates 
what a good job our operating people are 
With declining total revenues 
they have reduced operating costs. 


doing. 


At the risk of using too many compari- 
sons, | want to give you a more detailed 
picture. In 1928 the maintenance expense 
per station was $6.83; in 1931 it was $6.66; 
and in 1932 it is estimated at $6.26. In 1930, 
the total operating expenses were $29.50 
per station; in 1931 they were $29.60 per 
station; and in 1932 will be $30.31 per sta- 
tion. Seventy-three of this difference of 
81 cents a station is due to the increase in 
depreciation charges. 

A check of the cperations of the class 
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Success in Business. 

In business the earning of profit is 
something more than an incident of suc- 
cess. It is an essential condition of 
success, because the continued absence 
of profit itself spells failure. But while 
loss spells failure, large profits do not 
connote success. 

Success must be sought in business 
also in excellence of performance; and 
in business, excellence of performance 
manifests itself, among other things, in 
the advancing of methods and processes; 
in the improvement of products; in more 
perfect organization, eliminating fric- 
tion as well as waste; in bettering the 
condition of the workmen, developing 
their faculties and promoting their hap- 
piness; and in the establishment of right 
relations with customers and with the 
community.—Justice Louis D. Brandeis. 








B and C companies shows those companies 
are making the same showing as the larger 
companies for this year as compared with 
1928. The B and C companies did not have 
the balance for dividends that the A com- 
panies had, and consequently with shrink- 
ing revenues, their net showings are not as 
good. In 1931, the operating ratio of the 
A companies was 73.7 per cent; for the B 
companies it was 79.6 per cent; and for 
the C companies it-was 83.5 per cent. 

The amount available for interest and 
dividends on the invested capital of the 
class A companies in 1931 was 5.9 per 
cent; of the B companies 4.7 per cent; 
and of the C companies 4.0 per cent. The 
percentage for the A companies for 1932 
has dropped 7.0 per cent to 5.6 per cent. 

The balance available in 1931 for divi- 
dends or surplus of the A companies was 
8.5 per cent of the capital stock; 6.1 per 
cent of the B company stock; and 6.1 per 
cent of the C company stock. This balance 
for the A companies dropped off 22 per 
cent in 1932. We do not have the reports 
of the B and C companies available, but are 
assuming that there has been the same rate 
of lessening net income and balance for 
dividends by those groups. 

Now what do these figures in dollars and 
percentages mean? They show we are 
back on a 1928 income-and-expense basis, 
but with 1931 investments and bond ‘and 
stock issues. They show we have held the 
line; our position is strong, but not so 
strong that we are not on the fighting line. 
Our position is strong because we have 
made it so by most earnest and intelligent 
effort—by unremitting activity in these last 
two years to hold our busineess and main- 
tain our properties. 

There are companies that are at the dan- 
ger point of sacrificing plant and service to 
interest and dividend requirements. This is 
the most dangerous point a company can 
reach. Experience has taught us that a 
plant not properly maintained, rapidly de- 
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teriorates to a point where the only rem- 
edy is entire reconstruction; and where will 
the money come from? 

Not for many years again will there be 
investors buying “sight unseen.” Our vet- 
eran managers, familiar with telephone 
properties and their operation, know the 
only way to protect the investment of their 
stockholders is to keep the properties in 
the very best condition. Some of our new 
banking partners, washed in by the wave of 
promotion that almost overwhelmed us, 
should “Stop, look, and listen” to men who 
know. The greatest menace to the con- 
tinued prosperity of the Independent group 
is the banker-promoter who does not un- 
derstand. 

During the first six months of this year, 
the monthly losses in stations of our A 
companies was 10,000 stations. The aver- 
age loss for each of the months of July and 
August was 15,000 stations ; but the loss for 
September was only 7,500 stations. , 

We have probably stemmed the tide, but 
the end is not in sight. We must continue 
our organized efforts to get back our busi- 
ness lost during this depression. The co- 
operative, loyal efforts of thousands of our 
employes have held the line; and through 
those employes we must expect to win, and 
for them win longer hours, higher wages, 
and more of the good things of life. 

“Figures do not lie” but they sometimes 
conceal. The figures I have quoted show 
the financial condition of the companies: 
they conceal the personal sacrifices of man- 
agers, linemen, accountants, operators, en- 
gineers and the supervisory force that have 
made possible this financial showing. 


International Radio and Telegraph 
Conference Being Held in Spain. 
Five hundred delegates representing 125 
independent states and self-governing col- 
onies met in Madrid, Spain, on September 
3, when two simultaneous conferences on 
telegraphy and_ radio-telegraphy were 
opened for the purpose of attempting to 
harmonize international communications. 
Proceedings started with an inaugural 
address by Senor Azana, the Spanish 
Prime Minister, who welcomed the 650 
delegates. The agenda includes over 4,000 
questions for discussion, and every tech- 
nical, economic and social aspect of the 
operation of radio, telegraph or teleplione 
services will be fully examined during the 
two months allowed for the conference. 
The telegraph conference will deal with 
the revision of the international agreement 
of St. Petersburg (as it was then known) 
of 1875, while the radio-telegraph confer- 
ence will be concerned with bringing up 
to date the Washington agreement of 1927. 
An effort is to be made to coordinate tele- 
phone and telegraph communication by 
land and air. The arrival of a Russiat 
delegation of 12 representatives marked an 
important development, since up to the 
present Soviet Russia has been prevented 
from joining in international agreements. 
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THE STROWGER DIAL TELEPHONE 











The offset type 3a Strowger automatic dial tele- 
phone—a compact and lightweight instrument 
technically perfect and aesthetically pleasing .. . 
- . - incorporates the hand-microtelephone stand- 
ardized by the British Post Office and other leading 
telephone administrations ...... can be used 
with existing and separate C.B. bell boxes... 
. . . fitted as required with type 24, 24b or B. P. O. 
standard dial. 





Automatic Eleetrie Co. Ltd. 


formerly Automatic Telephone Manufacturing Co. Ltd. 
Strowger Works, Liverpool, England. 
Associated Co. 


International Autematic Telephone Co. Ltd., Londen 
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AMERICAN AUTOMATIC ELECTRIC SALES COMPANY BBtrers 
1033 W. Van Buren St., Chicago, U. S. A. 
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When communicating with Automatic Electric Co., please mention TELEPHONY. 
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Wse FACTS / 
STEAD OF GENERALITIES 


SENTED on this page are some specific examples of what 
ners and users think of Strowger Automatic operation. 
men do not need to guess — they KNOW exactly, from 
own everyday experience, just what Strowger Automatic 
ent will do. The evidence they offer is conclusive. 





at Strowger Automatic operation has done for these com- 
and for these men, it can do for you. Its profit-making 
ilities have been proved over and over again by the actual 
gs record of companies, both large and small. Results, and 
salone, can generate the kind of enthusiasm you read in the 
s reproduced here—and it is on results alone that Strowger 
atic equipment has been adopted for the hundreds of ex- 
yes in which it is in use today. 





























ere is one sure way to find out what profit-making possibili- 
ttowger Automatic operation has for you. Send us full in- 
tion regarding your exchange (or exchanges), no matter how 
orhow many. Our engineers will make a careful analysis and 
tthe results you can obtain by adopting Strowger Automatic 

‘Brion, and will send you definite figures comparing this 
od with the method you may now be using. All this will be 
fee of charge, and entirely without obligation. Write TO- 
sending full information. 











Exclusive Export Distributors 





hatic Electric Company AUTOMATIC ELECTRIC SALES COMPANY, LIMITED 


1027 W. Van Buren St., Chicago, U. S. A. 


: AUTOMATIC ELECTRIC SALES COMPANY, S. A. 
CHICAGO. U. S. A. 22, Rue du Verger, Antwerp, Belgium 
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Independent Pioneers’ Annual Meeting 


Largely Attended Business Meeting of Independent Pioneer Telephone Asso- 


ciation of United States Held in Columbus, Ohio, Last Week —Reports of 
Officers Show Organization's Progress in Difficult Period — Officers Elected 


The annual business meeting of the In- 
dependent Pioneer Telephone Association of 
the United States was held at the Deshler- 
Wallick Hotel in Columbus, Ohio, on Octo- 
ber 19. President Frank L. McKinney, of 
Columbus, presided at the meeting, which 
was the largest attended business meeting 
the association has held. In opening the 
meeting, President McKinney stated that 
the association had progressed very well 
during the past year. The European trip 
was abandoned as the officers of the asso- 
ciation felt it would be unwise, under pres- 
ent conditions, for telephone managers and 
their families to make such a trip. 

J. K. Johnston, of Indianapolis, Ind., sec- 
retary-treasurer of the association, ex- 
pressed his gratification that under existing 
conditions collections have been very good. 
He spoke of the value of the association's 
accident insurance and stated that many 
members in good standing have not yet re- 
turned the slips for the insurance com- 
pany’s records. He urged that those not 
having sent in the forms for the insurance 
company, fill them out at once. Some 10 
per cent of the Pioneers who have filled out 

















J. K. Johnston, of Indianapolis, Ind., Sec— 

retary-Treasurer of the Independent Pio-— 

neers Since Their Organization, Has 36 
Years of Service in the Field. 


the slips have received benefits from their 
insurance policies. 

The financial condition of the association, 
Secretary Johnston stated, is not as good as 
last year, but the association has no liabili- 
ties. 

President 


McKinney stated that .two 





members of the association during the past 
year attained 50 years of service in the 
telephone field, and that gold badges would 
be presented to them. 

He then called upon Wm. S. Paca, of Oil 
City, Pa., and pinned a gold Pioneer’s badge 
upon his coat. Mr. Paca briefly acknowl- 
edged the award, referring particularly to 
the many friendships which he has made 
and maintained in both the Independent and 
the Bell fields. 

P. Kerr Higgins, of St. Louis, Mo., was 
the other Pioneer to receive the gold badge 

















Louis Pitcher, of Dixon, IIl., New Presi- 
dent of Independent Pioneer Organization, 
Has Been in the Industry 36 Years. 


denoting 50 years of service. In accepting 
it, he expressed his expectation of being 
with the industry for many years to come. 

The report of the nominating committee 
was read by George W. Rodormer, of Chi- 
cago. It named Louis Pitcher, of Dixon, 
Ill., for president and recommended, as ad- 
ditional vice-presidents, Minor Corman, 
Hood River, Ore.; Frank H. Russel, Port- 
land, Ore.; Walter I. Sweet, River Edge, 
N. J.; Jacob W. Baker, Coeur D’Alene, 
Ida.; J. R. Forbes, Waterford, Ontario, 
Canada; and Francis Dagger, Toronto, On- 
tario, Canada. 

J. K. Johnston was recommended for sec- 
retary-treasurer. The executive committee, 
consisting of George W. Rodormer, of Chi- 
cago; Walter J. Uhl, Logansport, Ind.; 
Louis Pitcher, Dixon, Ill.; K. B. Schotte, 
Kittanning, Pa.; and Houck McHenry, Jef- 
ferson City, Mo., was endorsed for re- 
election. 
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John H. Wright, of Jamestown, N. Y., 


moved that nominations be closed and that 
the secretary cast a unanimous ballot for 
the nominees proposed by the nominating 
committee. The motion was seconded by 

















Frank L. McKinney, of Columbus, Ohio, 
Who Retires After Serving for Two Years 
as President of the Independent Pioneers. 


P. Kerr Higgins and the ballot was cast by 
Secretary Johnston. 

President McKinney requested that the 
Pioneers stand in honor of the following 
who passed away during the year: Fred 
R. Parrott, Princeton, Ind.; Herbert A. 
Rowe, Elkhart, Ind.; Harry N. Faris, Ab- 
ilene, Kans.; Loren H. Roberts, Stewarts- 
ville, Mo.; Henry F. Skidmore, Chicago: 
and A. R. Steif, New Holland, Pa. 

Secretary Johnston brought up the mat- 
ter of state chapters and expressed a fa- 
vorable opinion for organizing them if there 
are a sufficient number of members in 4 
state. A motion was carried to refer the 
matter to the executive committee with in- 
structions to draw up a definite plan and 
report to the members. 

President-elect Louis Pitcher expressed 
appreciation of the honor conferred upon 
him, after which the meeting adjourned. 


Prices in the Metal Markets. 

New York, October 24: Copper—Easy; 
electrolytic spot and future, 53%c. Tin— 
Easy; spot and nearby, $23.60; future, 
$23.65. Lead—Steady; spot New York. 
3.00c; East St. Louis, 2.90c. Zinc—Quiet: 
East St. Louis spot and future, 3.00@3.05c. 
Antimony—5.62c. Quicksilver—$48@S50. 
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Economies of the Traffic Department 


Address at Columbus Meeting of United States Independent Telephone Associa- 


tion Gives Condensed Analysis of Traffic Expenses of Independent Companies ; 
Experiences of Companies in Effecting Eeconomies and Reducing Expenses 


Chairman, 


During the last three years, all telephone 
companies throughout the United States 
have been compelled to reduce operating 
expenses because of the gradual and con- 
tinuing decline in exchange and toll reve- 
nues due to the stagnation of business re- 
sulting from the world war and many other 
economic conditions. 

In discussing the “Economies of the 
Traffic Department,” I shall confine my re- 
marks to the changes that have affected 
trafic expenses and the policies, plans and 
methods which Independent companies have 
inaugurated and followed up to the present 
date to combat a desperate situation, which 
now shows some signs of improvement. In 
order to satisfy those executives who may 
be interested in comparative figures, as well 
as those who want general information as 
to what other companies have been and are 
now doing, I have divided this paper into 
three parts. 

Part I contains a condensed analysis of 
statistics of over 100 Independent and Bell 
companies for the years 1928, 1929, 1930, 
1931 and the first six months of 1932. Part 
II covers the traffic expenses only of In- 
dependent companies for the same years 
except 1932. Part III summarizes the ex- 
periences of the Independent companies up 
to the present date. This confidential in- 
formation was secured from questionnaires 
returned to me through our Chicago office. 

The Class A Independent and Bell com- 
panies combined gained 927,737 stations in 
1929 and 175,877 in 1930, but lost 334,480 
in 1931 and 1,076,413 in the first half of 
1932. The gain in 1929 was 5.8 per cent 
and in 1930 was exactly 1.0 per cent, while 
the loss in 1931 was 1.9 per cent. In the 
first six months of 1932 it was 6.3 per cent 
or at the rate of 12.6 per cent per year 
fain in stations. 

The number of stations on December 31, 
1928, was 15,873,365; for 1929 it was 16,- 
938,974; for 1930, 17,221,600; on Decem- 
ber 31, 1931, the number had dropped to 

16,887,120, and on July 1, 1932, to 16,- 
108,700, which is only 235,335, or 1.5 per 
cent more than on December 31, 1928. 

Telephone operating expenses increased 
10.8 per cent in 1929 and 5.0 per cent in 
1930, but dropped back 4.5 per cent in 1931 
and 6.3 per cent from January to July 1, 
1932. Total traffic expenses increased 7.4 
ber cent in 1929 but were reduced 1.4 per 
cent in 1930; 11.2 per cent in 1931 and 13.9 
per cent in the first six months of the 
Present year. 

Traffic expenses were 31.9 per cent of 


By Roy F. Mapes, 


Trafic Division, United States Telephone Association 


telephone operating expenses in 1928; 30.9 
per cent in 1929; 29.1 per cent in 1930; 
27.0 per cent in 1931, and 25.3 per cent in 
the first half of 1932. Telephone operating 
expenses per station amounted to $43.90 in 
1928 ; $45.77 in 1929; $47.37 in 1930; $46.15 
in 1931, and are at the annual rate of $45.44 
for 1932. Traffic expenses were $13.99 in 
1928 and $14.16 in 1929, but dropped to 
$13.77 in 1930; $12.47 in 1931 and $11.50 

















“With Few Exceptions,” Said Mr. Mapes, 
“the Companies Have Maintained the Same 
High Standard of Local and Long Distance 
Service Which Prevailed Before the Slump 
in Business Began Three Years Ago.’’ 


for 1932, based on the rate of $5.75 for 
the first half of this year. 

The drop in traffic expenses was due in 
part to the changing of a considerable num- 
ber of stations from manual to dial, but the 
greatest decrease was brought about by a 
falling off in local and toll traffic which 
made it unnecessary to employ so many 
operators. 

These traffic figures are presented to 
show the trends and the relative effects of 
gains and losses in stations and toll calls 
on the Class A companies as a group. 

Statistics for 67 A Independents. 

The 67 Class A Independent companies 
were operating on January 1, 1932, 307,375 
magneto and 621,827 common battery tele- 
phones, making 929,202 manual stations; 
also 47,967 automanual and 451,356 auto- 
matic, or a total of 499,323 dial stations. 
These make a total of 1,428,525 telephones. 
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Magneto stations were 21.5 per cent; 
common battery, 43.5 per cent; auto- 
manual, 3.4 per cent, and automatic, 31.6 
per cent, or 65.0 per cent manual and 35.0 
per cent dial type. The smallest Class A 
company had 6,197 stations; the largest 
109,666; the average of the 10 smallest 
Class A companies was 7,312 stations, and 
the ten largest, 66,837. There were 43 
companies with more than 10,000 stations 
and 15 companies with over 25,000. From 
these figures it can be seen that the com- 
panies cover all types of equipment, also 
large and small exchanges in the north, 
east, south and west. 

Total traffic expenses for the year 1928 
amounted to $9,319,659. In 1929 the total 
was $9,795,499, an increase of 5.1 per cent. 
The account increased 2.7 per cent in 1930 
to $10,057,311, then decreased 8.1 per cent 
in 1931 to $9,268,230. Traffic expenses for 
1931 were $51,429 or 0.6 per cent less than 
for 1928, due partly to changes from 
manual to dial operation but largely to loss 
in stations and toll calls. 

The largest single item of the traffic ex- 
penses of the companies is that of opera- 
tors’ wages. These amounted to 80.4 per cent 
in 1928; 79.5 per cent in 1929; 79.1 per cent 
in 1930 and 79.7 per cent in 1931 or a four- 
year average of 79.6 per cent, say 80 per 
cent for average calculations. 

Operators’ wages for these 67 Class A 
Independent companies were $7,490,508 in 
1928 ; $7,782,609 in 1929; $7,951,556 in 1930 
and $7,386,943 in 1931. These figures in- 
creased 3.9 per cent in 1929 and 2.2 per 
cent in 1930. The figure for 1931 was 7.1 
per cent under 1930 and 1.4 per cent under 
1928. The reasons for these reductions in 
operators’ wages have already been stated. 

All other traffic expenses except opera- 
tors’ wages amounted in 1928 to $1,829,151: 
in 1929 to $2,012,895 ; in 1930 to $2,105,755, 
and in 1931 fell back to $1,881,287, which 
is only slightly more than for 1928. 

The trends and percentages of increases 
and decreases in all other items of traffic 
expenses follow quite closely those for 
operators’ wages which, in turn, depend 
almost entirely on the quantities of local 
and long distance traffic handled. 

Replies to Questionnaires. 

In order to have definite, authentic, first 
hand information regarding the experiences 
of the Class A Independent companies up 
to the latest date possible, I prepared a 
questionnaire which was mailed to each 
company on September 28, together with a 
letter in which it was requested that com- 
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plete answers be returned promptly. These 
questions were as follows: 

1. What procedure have you found most 
beneficial and satisfactory for reducing total 
traffic expenses, particularly account 624, 
operators’ wages? 

2. Has the number of operators on duty 
at various hours been reduced to the extent 
that local and toll service has been im- 
paired? If so, with what results? 


3. Have force adjustments been based 
on peg counts, coefficients and operators’ 
work units, or some other plan? Please 
explain methods and results to date. 


4. Has the number of operators on the 
payrolls been reduced, or have working 
days per operator per week been reduced, 
or both, and with what results? 

Responses to these questionnaires were 
most gratifying. They came from 39 Class 
A Independent companies operating 1,423 
exchanges and 966,000 stations in 16 dif- 
ferent states, namely: California, Florida, 
Illinois, Indiana, Michigan, Minnesota, Mis- 
souri, Nebraska, New York, Ohio, Penn- 
sylvania, South Dakota, Tennessee, Texas, 
Washington and Wisconsin. 

At this time I wish to express a word of 
appreciation to those companies that an- 
swered this questionnaire and to person- 
ally thank the executives who spent ‘the time 
and effort to prepare their reports. 


Summary of Questionnaires. 

I have read and re-read every one of 
these questionnaires, checked and cross- 
checked the valuable information which 
they contain. For the executives who want 
a short, snappy summary of all these, I 
will read the complete report of the gen- 


eral traffic manager of one company. It is 
as follows: 
“1. Part-time work where there is a 


surplus force. Temporary flat per cent cut 
where no surplus exists. 

2. Reduction in operator hours has not 
been done to point of impairing service. 
No unfavorable service reaction. 

3. Force adjustment based on the judg- 
ment of chief operator and manager assisted 
by peg count information. 

4. No operators laid off. Surplus elim- 
inated by part-time schedules. Forces ad- 
justed to actual traffic requirements.” 

I can almost hear some of you thinking : 
“Well, what have the large companies been 
doing and what are they doing now?” All 
right, I will quote from the statement of 
one of the large companies : 

“1. Eliminating overtime, excusing ex- 
cess time and granting of extra vacations 
without pay. (Extra vacations and excess 
time excused was almost entirely volun- 
teered. Notices on the bulletin boards in- 
dicated the amount of time available for 
days off and vacations without pay, and the 
requests for this frequently exceeded the 
amount of the time available.) 

2. No. The number of operators on 
duty at various hours has been determined 
by regular force adjustment methods, and 
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Answers to Traffic Questions Pre- 
sented on Page 22. 


1. You hold the circuit and leave an 
“All trunks busy” call order. 

2. If the circuits to the called place are 
busy, the calling party is dismissed at the 
end of one minute if you are unable to 
secure a circuit on either the first or alter- 
nate route. In other cases, the calling 
party may be held three minutes. 

3. CA becomes a chargeable report if 
the calling party cancels the call when the 
operator is ready to establish the connec- 
tion. : 

CA also becomes a chargeable report 
if an “appointment” call is cancelled after 
the appointment has been definitely ar- 
ranged. CA becomes a chargeable report 
on a “messenger” call after arrangements 
have been made to notify the called party 
to come to the telephone. 

4. If the filing time is not given, it 
should not be requested. If it is given, it 
should be entered on the ticket. 

5. A postpayment coin-box station is 
a station in which all deposits are made 
after the operator has been reached. Coins 
cannot be returned from this type of in- 
strument. 

A prepayment coin-box station is a sta- 
tion in which a coin is deposited in order 
to call the operator. Coins can be col- 
lected by an operator or returned by her 
to the customer. 








schedules were adhered to, with the result 
that service has been maintained through- 
out this period. 


3. Force adjustments have been based on 
peg counts, coefficients and work units all 
during this period. 

4. The number of operators on the pay- 
roll has not been reduced except by normal 
resignations, transfers, etc., during this 
period. Through the volunteer system 
solely, the number of operators and hours 
per week has been reduced with the result 
of a considerable saving.” 


Another company with about the same 
number of exchanges and stations but with 
an entirely different territory and type of 
equipment, has summarized its traffic econo- 
mies for 1932 as follows: 


“1. The procedure we have found most 
beneficial and satisfactory for reducing total 
traffic expenses, particularly account 624, 
operators’ wages, has been the adjustment 
of operator requirements to traffic loads. 
Because of the very small turnover in the 
force for the past two years the efficiency 
of the individual is very high, allowing us 
to reduce the supervisory force. Surplus 
supervisors have been put back on actual 
operating. 

2. The number of operators on duty at 
various hours of the day has been reduced 
te meet the reduced volume of local and toll 
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traffic without, in any way, impairing our 
standard grade of service. 

3. The force has been adjusted to the 
load based on equated peg counts and using 
coefficients according to the American 
Telephone & Telegraph Co.’s_ standard 
practice. 

4. The numer of operators on the pay- 
rolls has been reduced through a very slight 
turnover and through the release of some 
married women. The remainder of the 
force has been kept on the payrolls but 
their working days per week have been 
reduced to conform to the loads. This re- 
quires in some cases that the operators take 
one day off in two weeks and at other 
times that they take one day off in three 
weeks, according to the fluctuation in the 
traffic.” 

So far, I have quoted from only three 
questionnaires. Time will not permit me 
to read them all. The same general pro- 
cedure has been followed by all of them 
and, with only a few exceptions, they have 
maintained the same high standards of local 
and long distance service which prevailed 
before the slump in business began three 
years ago. 

I believe that it will be interesting as 
well as beneficial to itemize specific items 
or methods which different companies have 
analyzed and rearranged to reduce account 
No. 624, operators’ wages, which, as I pre- 
viously stated, averaged close to 80 per cent 
of all traffic expenses for the four years, 
1928 to 1931, inclusive: 

(1) Reductions in working hours per 
day. (2) Payment of straight time for 
overtime worked, instead of time and one- 
half rate. (3) Vacation relief handled 
without employment of additional people 
(remaining force absorbing the load). 
(4) Reductions in number of people em- 
ployed. (5) Reduced service observation 
time and operators’ training in school. 

(6) Reduction in rate of pay. (7) Fiat 
percentage wage cuts to all employes of 
the company. (8) Changing small offices 
to agency basis. (9) Married women hav- 
ing husbands regularly employed, either 
laid off entirely or used only to fill in 
when needed. (10) Adoption of five-day 
week and seven-hour day. 

(11) Checking auxiliary departments, 
such as rate clerks, rural, information, in- 
tercepting operators and supervisors. The 
rate clerks could be eliminated and the 
tickets satisfactorily taken care of by the 
chief operator and special toll operators at 
the switchboard. (12) Rural, information 
and intercepting switchboards combined 
with inward toll, and many other ad 
justments. 

A summary of results by one large com- 
pany comparing the first eight months of 
1932 with the same period in 1931 is: (A) 
Wage reductions including shorter hours, 
14 per cent. (B) Force reductions, 9 pée 
cent. (C) Account No. 624 reduced 13 
per cent. (D) Money reduction operators 
wages, $46,000. 
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Economic Freedom in Industrial Life 


_Competition Not Fundamental Characteristic of Modern Life — Develop- 
ment of Business in United States Characterized by What May Be Termed 
‘Economic Freedom’’— Address at Columbus Meeting of National Association 


By Walter W. M. Splawn, 


Special Counsel to Interstate and Foreign Commerce Committee 


It is often said that the modern forms 
of industrial life are more competitive than 
were the early forms in medieval and an- 
cient times. By competition, in the strict 
meaning of the word, is meant the racing 
of one person against another. 

This racing of one person against an- 
other, or competition in business, is with 
special reference to bidding for the sale of 
something or to bidding for the purchase 
of something. This type of competition, 
or the racing of one person against another, 
is more intense and more widely practiced 
today than in former times. It, however, 
is not the fundamental characteristic of 
modern industrial life. 

Merely to say: that modern industrial so- 
ciety is competitive is to make a very inade- 
quate description. The characteristics of 
the industrial life which we know, cannot 
be summed up in a single convenient phrase 
or word. 

These characteristics, as pointed out a 
generation ago, are a certain independence 
and habit of choosing one’§ own course, or 
self reliance; or to put it another way, a 
deliberation and yet a promptness of choice 
and judgment in looking to the future and 
shaping one’s course with reference thereto. 

This deliberate choice often leads people 
into competition with one another. It also 
tends to lead people to cooperate and to en- 
ter into. combinations of all kinds, both 
good and bad. In our time this trend 
toward group action is very pronounced. 

When we review the industrial history 
of the Western World we find that the 
tendencies toward collective ownership and 
action in our day differ from those of 
former times. The chief difference is that 
in early times collective action was the re- 
sult of custom, of unconscious or passive 
drifting into association with neighbors. In 
our day collective action grows out of free 
choice on the part of individuals. The 
choice follows deliberation. 

We may make clear the contrast between 
the deliberate choice and freedom of action 
of our time and action determined by cus- 
‘om and drifting in early times if we briefly 
tefer to the industrial activities of some of 
the most notable groups of the Western 
World. 

The Greeks, particularly those in Athens, 
built a marvelous civilization. In their in- 
tellectua! activity they achieved more than 
any other people of all time. The Western 
World still sits at the feet of Greek phi- 
losophers, is stirred by the eloquence of 


Athenian orators; and modern artists draw 
inspiration from the poets and painters of 
Athens. 

The Greeks were successful for many 
centuries in achieving economic security for 
the privileged and ruling classes. They 
never thought of any freedom of choice or 
initiative on the part of the slaves to whom 








Desires, Thoughts and Purposes. 
Our desires and thoughts and pur- 
poses begin and end largely in ourselves; 


and any man’s self is too small a thing © 


to accommodate the results of the great 
desires and thoughts and purposes of 
which he himself is capable. 

It is because our hearts and minds and 
wills grovel so far below the life of God 
that our consciences rob us of rest.— 
Rey. Frederick H. Knubel. 








they committed the drudgery and routine 
of ordinary business. 

The history of Rome will be studied so 
long as Western civilization survives. Our 
civilization today owes more than most of 
us realize to the Romans. Aside from their 
political genius, they developed transporta- 
tion and enforced order throughout the 
Mediterranean World with amazing success. 

There was a freedom of trade within the 
Roman Empire that was not again achieved 
until the rise of the United States of 
America. Many credit instruments and all 
the facilities for trade and commerce were 
highly developed among the ancient 
Romans. Yet much of the technical work 
and even responsible administrative work, 
which we now expect of managing officers, 
was committed to slaves. 

Custom and passive drifting had more in- 
fluence, in many instances, in shaping pol- 
icies than did deliberation. The talent util- 
ized to carry on commerce was very fre- 
quently in bondage. 

During the Middle Ages not much was 
done in producing and distributing goods 
beyond what was customary. Commerce in 
the Western World was very limited; each 
little community, in many instances a single 
estate, was conducted as an economic unit, 
almost self-sufficient within itself. People 
lived out their lives in the localities in 
which they were born. Very, very slowly 
did markets develop for any surplus prod- 
uce. 

The crafts, supposedly self-governing, 
were custom ridden; the guilds had their 
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, Washington, D. C. 


rules which had come down with little 
change from one generation to another. The 
individual could scarcely break through the 
barriers of custom whether of the manor 
or of the guild. There was little freedom 
to promote or to undertake a new enter- 
prise. 

In the 15th century so many things hap- 
pened at one time to place the inherited in- 
stitutions of the Western World in a flux 
that we speak of that era as the Reforma- 
tion. 

Before the Reformation and during the 
Middle Ages there had grown up certain 
free cities in which populations devoted to 
crafts and somewhat to trade were able to 
achieve their political independence of the 
war lords who surrounded them. In these 
free cities people learned in town meetings 
to cooperate in self-government. 

When America was being colonized by 
Western European countries, people from 
these free cities came in considerable num- 
bers to the Ameri¢an colonies. They were 
fleeing from the rising and conquering 
young nations which had learned how to 
overthrow and absorb the free cities. They 
supplied experience and leadership in the 
government of the people who found them- 
selves on their own resources and almost 
completely shut off from the kings and par- 
liaments of the home lands. 

For a century and a half these European 
colonists in America largely governed them- 
selves. In dealing with frontier conditions 
they developed physical stamina, robust 
health, and grew to much larger stature 
than their stunted forebears who had fled 
from the hard conditions of Western 
Europe. In grappling with all sorts of new 
conditions they used self-reliance, self- 
initiative, independence in action, and great 
courage. 

Under such conditions the individual be- 
came restive of restraint, delighted to plan 
his own course, to choose his own objec- 
tives, and to make his own way. With free 
land and unexploited resources in abun- 
dance, for three centuries there was an op- 
portunity for the practice of initiative in 
action such as had never been afforded to 
any large civilized group. 

In the meantime the English and’ other 
Western Europeans had thrown off the re- 
straints of ancient and medieval custom; 
had taken to the seas and opened up new 
markets in distant lands; had invented all 
sorts of labor-saving devices so revolu- 
tionary as to upset completely the custom- 








32 
ary regulation of the production and dis- 
tribution of wealth. The racing of one 
against another became quite common. 
Competition was seen on every hand. 
. Progress was made in applying new in- 
ventions to shipping and to manufacturing. 
Trading in distant markets was aided, 
largely through concerted action of indi- 
viduals who joined together for a particu- 
lar undertaking. A notable example of 
cooperation was the East India company. 
Other examples were the associations and 
corporations which undertook to establish 
colonies for profit on the eastern coast of 
North America. Partnerships became very 
common. The corporation rapidly devel- 
oped. Nicholas Murray Butler once said: 


I weigh my words when I say that 
in my judgment the limited liability cor- 
poration is the greatest single discovery 
of modern times, whether you judge it 
by its social, by its ethical, by its indus- 
trial, or in the long run—after we under- 
stand it and know how to use it—by its 
political effects. Even steam and elec- 
tricity are by far less important than the 
limited liability corporation, and impotent 
without it. 


For over one hundred years in this coun- 
try the corporation was used to bring to- 
gether the capital necessary to carry ona 
single enterprise, as is true of many of the 
corporations represented in this meeting. 
In recent years we have permitted one cor- 
poration to own the stock of another. 


The Pennsylvania Railroad Co. appar- 
ently began its career as a stockholder as 
early as 1853. In that year in order to 
obtain control of and to finance a western 
connection it secured from the Pennsyl- 
vania legislature a special act authorizing 
it to subscribe to the capital stock or to 
guarantee the bonds of other companies to 
the extent of 15 per cent of its own paid- 
up capital stock. Under this authority the 
company acquired stock in four other rail- 
roads by 1866. 

In 1864 the state of Illinois granted to 
the Chicago & Northwestern Railroad Co. 
the power to own stock in certain other 
companies,’ a power which it used within 
the following year in acquiring control of 
three railroads. ; 

The Western Union Telegraph Co. is 
another instance of a great corporation 
acquiring stock at an early date. In 1864 
it controlled the Pacific Telegraph Co., and 
during the next five years it purchased 
stock interests in from 10 to 12 additional 
telegraph companies. By 1881 it had 
gained control of its most important compe- 
titors, including more than 30 different 
companies. 

In these acquisitions the Western Union 
Telegraph Co. seems to have rested its 
power to purchase stock on a New York 
law granting to telegraph companies author- 
ity to acquire interests in other such com- 
panies. 

In 1888 the state of New Jersey amended 


TELEPHONY 


its general corporation law so as to permit 
all companies formed under it to include in 
their charters the specific power to hold 
stock in other corporations. This provision 


was verified and extended in the following 


year and was still further broadened by 
amendments in 1893. This new provision 
was so effective in attracting promoters to 
incorporate under the New Jersey laws that 
other states soon followed their example. 
(New York laws of 1892; Connecticut laws 
of 1895; Pennsylvania laws of 1895; Dela- 
ware laws of 1899.) 


Although some states, such as Illinois, 
stood out for several years, nearly all of 
them have now fallen into line. In 1929 
39 states had expressly authorized inter- 
corporate stockholding, and the courts of 
several other states had acquiesced in the 
judicial rule that “where there is no sta- 
tutory provision against the holding of stock 
in other corporations and the said officer 
allowed insertion of a provision permitting 


‘ such a power in the articles of incorpora- 


tion, it is valid.” 

In a few states, notably in Georgia, IIli- 
nois, and Massachusetts, the power is still 
expressly limited ; but the limitation appears 
to apply only to certain types of corpora- 
tions. 

It is interesting to note that the state of 
New Jersey, although opening the flood- 
gate for legislation sanctioning the device 
of the holding company, reversed its posi- 
tion in 1913. Apparently the resulting loss 
of charter business at once made itself 
felt. For that and other reasons New Jer- 
sey, in 1917, again granted to corporations 
chartered under its authority the broadest 
of powers to hold the stock of other cor- 
porations. 

With business being carried on in a coun- 
try as extensive as the United States a very 
large aggregation of capital became neces- 
sary and far-flung organizations became 
possible. 

Our development of business in the 
United States has been characterized by 
what we may term “economic freedom.” 
Many have over-emphasized the importance 
of competition because they have seen 
groups or individuals racing toward the 
same objective and have understood that the 
more skillful or the more fortunate are 
destined to succeed. 

Much of that competition has been waste- 
ful—tremendously expensive—but it has 
been largely incidental to our business de- 
velopment. Many regard competition as an 
automatic regulator of business. As a 
matter of fact, in every business there is 
a continual struggle to escape the unde- 
sirable consequences and to avoid the wastes 
of competition. 

Competition may not be relied upon as 
an automatic regulator of business for the 
reason that in some lines it becomes cut- 
throat. Competition may not be relied upon 
as a sole regulator of business. After a 
competitive struggle the successful group 
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settles down for an indefinite period to con- 
duct the business it has come to control in 
its own way. 

Under our modern industrial system the 
common man has more of comfort and 
more of security than ever before. In this 
depression there are several million people 
without employment. During the Middle 
Ages in a town smitten with the plague, 
or in a village stricken with drought, the 
people would have merely starved and died, 
helpless to make their needs known to 
others and equally helpless to get relief 
even if some messenger could carry the 
story of their distress. Today, though mil- 
lions are unemployed, the most of them are 
in some way being fed. 

It is true that we have not yet perfected 
the method of giving relief to the unem- 
ployed. Occasionally a government in the 
Western World will make some ghastly 
blunder, as did the English government 
about one hundred years ago, when poor 
relief laws were drawn so as to pauperize 
those out of employment. Through a 
period of years the administration of that 
relief brought about a pronounced deterio- 
ration in the character of those who re- 
ceived it. 

Experience calls for a formal control 
over certain kinds of business. This con- 
trol is required to preserve economic free- 
dom. Control of business or regulation by 
government should be to preserve not to 
destroy freedom. Action by the state is, 
in some instancés, necessary to protect op- 
portunity, to make for deliberation and 
choice, and for cooperation without oppres- 
sion to others in the production and the 
distribution of wealth. 


Britain Uses Free Telegrams to 
Increase Use of Telephone 
Great Britain’s campaign for mere tele- 
phone subscribers continues, the latest ad- 
vertising scheme being put into operation 
on October 11 by the general postoffice. 
Nearly 18,000 persons not now subscrib- 
ers and whose names were collected by the 
district postoffice, have received telegrams: 
“I cordially invite you to become a tele- 
phone subscriber now, so that you may 
enjoy the advantages and comfort of tele- 
phone service during the coming winter.— 
Kingsley Wood, Postmaster General.” 
The general postoffice believes the scheme 
will bear fruit. Anyway, it is an econom- 
ical form of advertising, for the Postoffice 
is able to send telegrams free. 


Ohio District Meeting Scheduled 
for Wednesday, November 9. 
The Ohio Independent Telephone Asso- 

ciation will hold its second district meeting 

this year at Mansfield on November 9. 
The host company will be the Mansfeld 

Telephone Co., of which LeRoy Wittemure 

is manager. A luncheon will be served at 

noon at the new Mansfield-Leland Hotel 
with the compliments of the company. 
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Telephone and Telegraph Companies 


Relation Between Telephone and Telegraph Companies and Postal Telegraph 
Plan—Present Is Appropriate Time to Examine Possibilities for Cooperative 
Working Agreements—Address at Group Meetings of National Association 


By A. H. Griswold, 


Executive Vice-President, Postal Telegraph & Cable Corp. 


In explaining the fundamental relation- 
ships that should exist between telephone 
and telegraph companies I contend that the 
day has long since passed when an industry, 
which only coordinates its own operations, 
can be said to be well-run or well-managed. 
That, of course, must be done in well-run 
institutions, but they must also coordinate 
their activities with the activities of the 
industries which they serve, and particu- 
larly they should cooperate fully with those 
directly allied with them in more or less 
parallel operations. 


The telephone and telegraph are two of 
the major forms of communication. They 
are not directly competitive and I like to 
think of them as complementary. Statis- 
tics and history prove that in general the 
more different kinds of services that we 
have available, the greater the use in each 
kind. 

There is no doubt that the ordinary mail 
and air mail have promoted the use of both 
the telephone and telegraph. Likewise the 
telegraph promotes the use of the telephone, 
just as the telephone promotes the use of 
the telegraph. It is evident that there is 
an essential need for both telephone and 
telegraph services, and our problem as com- 
munication people is to provide these serv- 
ices in the very best form that we can de- 
vise and at the lowest possible cost to the 
public. 

Technically the telephone and telegraph 
have much incommon. The wire plants are 
almost identical, and simple methods have 
long been in use by which the two services 
can be carried on simultaneously on the 
same circuit without interference. 


Thus, a certain amount of telegraph serv- 
ice can be given by a by-product of the 
telephone business, although the telephone 
companies have neither the facilities nor 
experience to render a comprehensive tele- 
graph service. Likewise a certain telephone 
service can be given as a by-product of the 
telegraph business, although the telegraph 
companies also are not equipped to give a 
comprehensive telephone service. 

Now, whenever one industry has a by- 
Product that competes with the principal 
Product of another parallel industry, a ques- 
tion arises as to whether to sell that by- 
Product directly to the public, or whether 
‘0 cooperate with the parallel industry and 
Permit the latter to dispose of the by- 
Product as part of its output, to the mutual 
benefit of both, 

The outcome of the first method is uncer- 





tain. It often results in diastrous rates, in- 
sufficient to render an adequate service. It 
frequently provokes reprisals and tends to 
disorganization. 

The second method, on the contrary, 
strengthens both industries and just as cer- 
tainly results eventually in better service at 
lower costs. 

The telegraph and the telephone are sepa- 
rate entities and cooperative working agree- 

















“The Telegraph and Telephone Are Sepa- 
rate Entities,’”’ Says Mr. Griswold, “and Co- 
operative Working Agreements Should Be 
Established Between Such Entities So That 
There May Be the Greatest Possible Utili- 
zation of All of the Facilities of Both.” 


ments should be established between such 
entities so that there may be the greatest 
possible utilization of all of the facilities 
of both resulting in maximum mutual bene- 
fits and thereby avoiding wasteful duplica- 
tion of effort. 


The present is an appropriate time to 
examine these possibilities critically, for I 
believe we are all convinced that as the 
result of the business crisis through which 
we are passing, we are entering a new eco- 
nomic and industrial era in which many ex- 
isting practices will be revised or discarded 
and new methods and organizations better 
fitted to our changed conditions will come 
into existence. 

Further, in the past most of the indus- 
tries, including telephone and _ telegraph, 
have been able to so conduct their opera- 
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tions as to provide a reasonable margin of 
profit. 

There are indications today that many 
of the old practices and policies will have 
to be substantially revised if industry is 
again to prosper. 

The telephone may well serve as an im- 
portant medium for the pick-up and de- 
livery of telegraph business, and there is a 
potential telegraph customer at the end of 
every telephone line. In the larger cities, 
the telegraph companies have educated the 
public to make use of that medium with 
much profit to the telephone companies, and 
in general the situation has developed along 
logical and satisfactory lines. 

The large volume of telegraph business 
arising in the metropolitan cities is easily 
sufficient to support separate and special- 
ized organizations and plant for telegraph 
purposes. Eighty-five per cent of the do- 
mestic telegraph business of the country 
arises in such centers and even a larger pro- 


portion of the foreign cable and radio 
business. 
This great traffic, with its world-wide 


distribution, governs the flow of world 
trade and is of vital importance to the busi- 
ness life of the nation. It requires inten- 
sive supervision in many services, which 
can only be properly rendered by a highly- 
specialized telegraph organization. 

In the smaller communities, the volume 
of telegraph business is not sufficient to 
support a specialized organization, separate 
wire plant and separate telegraph offices. 
and it has always been difficult to find a 
way to give this essential public service in 
such places at a cost commensurate with 
the rates that could be charged. 

In many countries the government, recog- 
nizing the essential character of telegraph 
service, supplies it at a heavy loss, impos- 
ing a burden on the taxpayers. In this 
country the custom has been for the most 
part to give telegraph service in small towns 
at railway station offices by railway em- 
ployes and by joint use of the wire plant 
with the railway companies, thus making 
the telegraph a by-product of the railway 
or transportation industry. 

Such service has been limited to the 
hours that these offices are open for rail- 
way purposes, and the telegraph business is 
often subordinate to the other duties of 
railway employes. Perhaps it is largely as 
a result of these conditions that the use of 
the telegraph has never been properly de- 
veloped in the small towns and is not to be 

(Please turn to page 41.) 











Some Telephone Supplier Viewpoints 


Purchases of Telephone Equipment and Supplies Are Averaging Only About 20 
Per Cent of the 1929 Volume—Mutual Interests Require Normal Repairs and 
Replacements— Address at Columbus Meeting of United States Association 


By W. R. McCanne, 


President, Stromberg-Carlson Telephone Mfg. Co., Rochester, N. Y. 


In the six previous business depressions 
which we have had in the United States 
since the telephone was born in 1876, tele- 
phone company growth has always slowed 
down but there was always some growth. 
However, this depression has been so severe 
that there has been a substantial loss in 
the number of subscribers, a shrinkage that 
will average for the country as a whole 
probably 10 per cent of the 1929 peak. 

I know this 10 per cent shrinkage looks 
like a hardship to you operating telephone 
men, but consider for a moment the effect 
of this depression on the telephone manu- 
facturer and telephone supply dealer. 

It is difficult to get an actual line on the 
total 
chases, but as nearly as I can determine 
it, if you rate the Independent telephone 
group’s total purchases of telephone equip- 
ment and supplies during 1929 as 100 per 
cent, then the 1930 purchases averaged 
about 60 per cent, the 1931 purchases aver- 
aged about 40 per cent and the 1932 pur- 
chases are averaging about 20 per cent of 
1929’s volume. 

I am not claiming that 1929’s volume was 
normal, but assuming that it was above 
normal these percentages still hold. The 
Independent telephone group’s total pur- 
chases of telephone equipment and supplies 
is only being about one-fifth as great in 
1932 as it was in 1929. Purchases of tele- 
phone equipment are running somewhat 
higher than that, but purchases of cable 
and supplies are running lower. 

If you operating men had your revenue 
shrink not to 90 per cent of 1929's level 
but to about 20 per cent of 1929’s level and 
you still had to maintain your full 100 per 
cent of plant, you would find it very diffi- 
cult to contract your expenses as rapidly as 
you were losing income; and instead of 
worrying about reduced earnings you would 
be trying your level best to hold down 
losses. 


volume of telephone company pur- 


We can all readjust ourselves to gradual 
changes, but abrupt changes hurt. The 
changes in the past three years in the tele- 
phone industry have been more abrupt than 
were necessary. We should all be ashamed 
that the changes have been as abrupt as 
they have been, and we should all set about 
to correct the condition just as far as lies 
within our power. 

Every telephone manufacturer has tried 
in the past to insure himself against a drop 
in volume like the present drop by develop- 
ing other lines of work, such as electrical 


equipment for automobiles, remote control 
equipment for power stations, parts for 
other manufacturers, radio, sound equip- 
ment for theaters, etc. But we are all pri- 
marily telephone manufacturers and we all 
regard the telephone business as our bread 

















“Your Purchases,’’ Said Mr. McCanne, ‘Are 
Vital to Us Manufacturers; On the Other 
Hand, Our Engineering and Development 
Work and Our Steady Source of Manufac— 


turing Supply Are Vital to You. Our Inter— 
ests Are Mutual.” 
and butter business. None of us ever 


dreamed that your requirements for new 
equipment would drop from 100 per cent to 
about 20 per cent within three years. 

Your purchases are vital to us manufac- 
turers; on the other hand our engineering 
and steady 
source of manufacturing supply are vital 
to you. Our interests are mutual. 

Prior to 1930 telephone companies were 
growing at a rate that averaged about 5 
per cent per year, and they had a reserve of 
plant ahead of growth of about 10 per cent 
or approximately two years’ anticipated 
growth. The last three years’ loss in sub- 
scribers has averaged about 10 per cent, 
so the reserve of plant ahead of growth 
has now increased to about 20 per cent or 
approximately four years of normal growth. 

Under these circumstances, the telephone 
manufacturer and the telephone . supply 
dealer knows that buying for additions and 
improvements to property is bound to slow 
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development work and our 


down until this 10 per cent of subscribers 
has been regained. The telephone manu- 
facturer and the telephone supplier could 
readjust themselves, I think, to that much 
of a drop in volume without serious diffi- 
culty. 

However, not only has growth stopped 
but many telephone companies, showing 
doubt and fear instead of confidence and 
courage, are restricting their buying even 
for repairs and replacements to about one- 
half the normal rate. It is toward that re- 
maining 50 per cent of normal repair and 
replacement volume, and toward the danger 
to the telephone companies themselves of 
over-economizing, that my thoughts in this 
talk are primarily directed. 

If all telephone companies were keeping 
up current repairs and were spending this 
year on actual renewals and replacements of 
worn out property the amount they are 
actually collecting this year from their sub- 
scribers for depreciation charges, their total 
volume of purchases would need to be at 
least doubled. 

On this question of over-economizing, let 
me point out that the rates of depreciation 
which have been adopted by telephone com- 
panies are to soon come under even closer 
scrutiny than heretofore. Ever since 1905 
I have been helping to get depreciation rec- 
ognized in telephone company accounting 
and helping to get fair rates of deprecia- 
tion fixed on the various classes of tele- 
phone property. 

I do not know of any telephone company 
that is collecting too much from the public 
for depreciation charges, but I do know of 
many telephone companies that are not 
making adequate use of their depreciation 
reserves, 

I know of many cases where the depre- 
ciation rate established assumes that a 
given central-office switchboard will have 
a normal life of 20 years, a given tele- 
phone or a private branch exchange switch- 
board a normal life of 15 years, a given 
pole a normal life of ten years, and yet the 
telephone company that is writing off its 
plant at that rate is continuing to use its 
switchboards, telephones, private branch ex- 
change switchboards and poles considerably 
beyond that expected normal life. 

Those companies must either go ahead 
with the replacement and renewal of theif 
property at about the normal rate contem- 
plated by their depreciation charges, 
else they will be required to proportionately 
reduce their depreciation charges. 
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The telephone company that keeps up 
normal repairs and that spends each month 
on renewals and replacements of worn-out 
property the amount it is currently collect- 
ing from its subscribers for depreciation 
charges, is not only helping the telephone 
industry's employment situation but is 
showing enlightened selfishness. 

Now is the time to bring up to “good as 
new” condition not only the 10 per cent of 
the telephones and the private branch ex- 
change switchboards that have been released 
from service recently and are now in your 
storeroom, but also the 90 per cent of the 
telephones and private branch exchange 
switchboards that are still in use. Those 
telephones and private branch exchange 
switchboards that are older than the normal 
life contemplated by your depreciation 
charges should be retired from use. 

The best good-will builder in the world 
is to replace for present subscribers those 
old, old telephones and private branch ex- 
change switchboards with new and up-to- 
date equipment. 

Those telephones and private branch ex- 
change switchboards that have not reached 
the age of retirement should be recondi- 
tioned now, either in your own shop, or, 
preferably, in your supplier’s factory where 
the work will be done better and fully as 
economically. 

If these things are done now they will 
not only be helpful to the telephone indus- 
try and be good-will builders among tele- 
phone subscribers, but your whole plant 
will be improved and the stocks in your 
storeroom will be in “good as new condi- 
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tion,” ready for the resumption of growth 
that is surely coming. 

These same things apply to the replace- 
ment of central-office equipment that has 
outlived its normal life and the replacement 
of various portions of inside and outside 
plant, except in these cases the telephone 
company gains added benefit through put- 
ting a greater share of the work directly 
into the territory it serves, which helps 
to promote the recovery of general busi- 
ness in its territory and stimulates the re- 
sumption of its own growth. 

Every telephone company finds that new 
subscribers do not always come in the 
districts where they were expected and pro- 
vided for and that its reserve of plant is 
large in certain districts but scanty in 
others. Now is the time to correct that 
condition by moving some of the peaks into 
some of the valleys. 

When we are well on the road to busi- 
ness recovery, we are going to discover a 
lot of modern Andrew Carnegies who have 
gone ahead with additions and improve- 
ments to their properties during the period 
of depression in order to better prepare 
themselves for the succeeding period of 
prosperity. 

The United States Steel Corp. has been 
running at 10 per cent to 20 per cent of 
capacity for many months and yet it is 
spending $500,000 on additions and improve- 
ments to its plants and properties. We will 
undoubtedly be commending its foresight 
and courage a lot more in 1934 and 1935 
than we are doing today. 


The telephone company which sees a 
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need for additions and improvements to its 
plant and property and which can provide 
the money to pay for them, if it goes ahead 
with them now, will not only be helping 
present-day conditions to improve but will 
be similarly commended for the same fore- 
sight and courage. 

Telephone companies which find their 
usual channels of credit restricted are 
eligible to loans from the Reconstruction 
Finance Corp. The fundamental object of 
the Reconstruction Finance Corp. is to lend 
money in places where it will make work 
and it is interested even in small loans to 
enterprising and sound organizations. 

We are all grateful for the increasing 
signs that we are climbing out of this de- 
pression. One of the forerunners of im- 
provement in every previous depression has 
been an increase in optimism and confi- 
dence. Present-day cptimism and confi- 
dence has been gradually growing since 
June. This is being felt by all of us to 
an increasing extent every day. 

We are glad that the loss of telephone 
subscribers has almost entirely been 
checked through the improvement in busi- 
ness already evident and through the in- 
creased aggressiveness of the telephone 
companies themselves. We are on the 
verge, first of a “no loss” period, and soon 
thereafter of a “resumption of growth” 
period. 

Let us all face the future with confi- 
dence and go ahead doing for ourselves 
and for our associates the things that we 
know we ought to be doing from day to 
day for our mutual benefit. 


Group Meeting of Western Companies 


He declared that there is much to be said 
about helping the manufacturers, for it is 
not the manufacturers alone, but the peo- 
ple in industrial centers and the operating 
companies also who benefit from = such 
buying. 

Mr. Crowley stated that most of the tele- 
phone companies are above the 80 per cent 
level of business, which is not a bad show- 
ing. The study of the situation in almost 
any exchange will show what is wrong, 
and Mr. Crowley told of several cases in 
which different methods were applied. 

In the case of a small exchange, a list 
of 40 subscribers asked for a reduction in 
rural iclephones. In response to a call, 
he visited the exchange and met a com- 
mittee of the farmers and gave arguments 
as to why rates could not be reduced. He 
pointes’ out that in 1930, 40 subscribers were 
lost wien rates were increased and that 
the cor pany had capacity for 80 additional 
telepho; es, 

He asked that the committee get 40 sub- 
scribers and promised a rate reduction. 
The committee declared that it could get 
100 but Mr. Crowley pointed out that such 
@ number would involve additional ex- 


(Continued from page 22.) 
pense. The committee then declared it 
would have the new subscribers in a very 
short time. That was two months ago— 
and the rates have not been reduced yet. 

To show that reductions in rates do not 
help, the case of a company having 120 sta- 
tions, with 80 stations switched, was cited. 
One line, four miles in length, served seven 
telephones. The parties on that line were 
authorized by the commission to disconnect. 
Mr. Crowley was assured by the commis- 
sion that the order would stand. 

He, therefore, arranged with the tele- 
phone manager to solicit subscribers in that 
territory for service if a company line 
were built. Five subscribers were obtained, 
some of whom were on the disconnected 
line. It is likely that the remaining sub- 
scribers on the line will not maintain it 
and eventually will apply to the company 
for service on the company-owned line. 

In another case, parties on a switched 
farmer line declared they would not pay 
the switching rate. Examination of the 
line showed it needed rebuilding, so the 
company proposed buying the line, rebuild- 
ing it and giving service for a year after 


which higher rates would go into effect. 
This was approved by the commission. Mr. 
Crowley expressed the opinion that 
many switched lines would be taken over 
by the telephone companies in the near 
future. 

Another company operating 970 tele- 
phones from three exchanges, lost 320 sta- 
tions, which is higher than in most ex- 
changes. Examination showed that two of 
the exchanges were in poor condition while 
the third exchange gave metallic service 
and was in good shape. The loss was not 
as great in that exchange. 

Mr. Crowley suggested sending a man 
to the company to remain two or three 
weeks to straighten things out. They ob- 
tained the support of the local newspaper, 
pointing out to the publisher that if tele- 
phone rates were reduced, there would be 
a demand made for a reduction in the 
price of the newspaper. 

A meeting was arranged with local busi- 
ness men and the farm situation discussed 
with them. It was proposed that a “sales 
and bargain day” be organized with prizes 
for attendance. A circular was sent to 
the farmers by the telephone company 
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boosting the sales and bargain day which 
was set for Saturday, October 29. The 
business men also boosted the telephone 
company. 

In the first week after the circular went 
out, 11 telephones were reconnected, 14 
were connected last week and it was ex- 
pected that 30 telephones would be con- 
nected this week. 

The telephone company has also se- 
cured through the association 3,000 feet of 
film which was to be shown free on the 
“sales and bargain day.” 

Mr. Crowley declared it is the duty of 
the state association to help out the man- 
agers of the exchanges operating 400 or 
500 stations. He showed samples of ad- 
vertising envelopes and stated that 60,000 
of them went to the rural districts through 
the association’s offices. In large quanti- 
ties they can be obtained at a cost less 
than without the printed advertising mat- 
ter in small lots. 

The speaker showed a booklet entitled 
“Telephone Antics, an Interesting Course 
of Self-Instruction in Imaginative Draw- 
ing for Boys and Girls.” These booklets 
are to be given to school children and it is 
expected that many suggestions will be re- 
ceived from them as to uses of the tele- 
phone in the home. 

Another advertising development shown 
by Mr. Crowley was an oblong card hav- 
ing printed on it in large letters, “Save a 
Trip—Telephone.” The card is weather- 
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proof and designed for placing on poles 
in the country. It is expected to last three 
or four months. Answering the objection 
that plant men do not allow posters on 
poles, Mr. Crowley commented, “Well, 
you will have to do a lot of things you 
have never done before.” 

Referring to leaving drop wires in place 

















J. C. Crowley, Jr., Secretary-—Treasurer, 

Minnesota Telephone Association, St. Paul, 

Minn., Strongly Advocated Different Meth- 

ods for Various Exchanges to Overcome 

Trouble Which He Believes Is Not All Due 
to Depression Conditions. 


on country lines, Mr. Crowley pointed out 
that there is some danger of damage suits 
due to the drops not being maintained as 
they would be if a telephone were con- 
nected. They are liable to sag or fall and 
be a cause of injury to someone. 

In closing, he touched upon “borrowed” 
service, referring to a practice instituted 
by some companies of charging five cents 
for calls made by non-subscribers. This 
charge is all right when calls are made 
from pay stations, but he declared the com- 
pany is better off without the revenue of 
five cents a call from non-subscribers, be- 
cause of the billing and collection involved. 

He suggested that on calls from rural 
telephones to the village a charge of 15 
cents be made; on calls from the village out 
to a rural telephone 10 cents, and on village 
calls, five cents. He explained that on a 
15-cent call the farmer’s wife would col- 
lect the money and take five cents of it; 
ten cents would be divided between the toll 
company and the town company. He cited 
the case of one farmer’s wife having col- 
lected 35 cents for herself in a very short 
time. 

Henry B. Melick, West Liberty, Iowa, 
president, lowa Independent Telephone As- 
sociation, spoke of the interest at recent 
district meetings and stated that many men 
were present who had never attended such 
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a meeting. The telephone business, he said, 
as a rule is a profitable one. There are 
many companies which have money and 
these should go ahead and do necessary 
work, thus helping the manufacturers and 
boosting employment. 

The situation over the state of Iowa is 
gradually improving, he stated; the losses 
are being retarded and some companies are 
reporting gains. 

In closing, Mr. Melick told of a plan 
his company is using in an effort to get 
back stations. When a call is received 
for a former subscriber, the chief operator 
calls the person making it and asks con- 
cerning the nature of the call for the non- 
subscriber. A record is made of these calls 
and a card of statement is sent to the 
former subscriber, listing the calls and their 
purpose. 

Miss Anne Barnes, traveling chief op- 
erator, lowa Independent Telephone Asso- 
ciation, Des Moines, was introduced by 
Chairman MacKinnon and decorated with 
the order of the lapel microphone. She 
expressed her pleasure at receiving the dec- 
oration. To demonstrate the microphone 
and portable loudspeaker, she related her 
early experience as a long distance opera- 
tor, illustrating how the operator with the 
strongest voice won the circuit. 

Geo. M. Kloidy, secretary, Nebraska 
Telephone Association, Lincoln, Neb., de- 
clared that it is seldom, if ever, even a 
small part of the existing situation in the 
telephone field is laid to any other cause 
except the depression. 

One of the important causes, in his opin- 
ion, is that of public relations. Sound 
management, he declared, recognizes the 
fact that where a company enjoys the con- 
fidence of its communities, its station losses 
are not as large as otherwise. 

He then outlined an imaginary visit to 
several exchanges having different types 
of managers, and analyzed the conditions in 
each. He pointed out that the exchange. 
having a manager who is friendly and takes 
an interest in the subscribers, both town 
and rural, is coming through the depression 
period with a smaller loss of telephones 
and has the good will of the people in the 
community. 

Fred Coulson, Jr., Salina, Kans., Sell-A- 
Phone Service Co., introduced by Chairman 
MacKinnon, gave way to H. F. Rehg of 
the same company. Mr. Rehg told of the 
service given by the organization and de- 
clared that telephone service is valuable 
or it would not have sold itself through 
these years of underselling. 

His organization realizes that there is 4 
field of specialized service in the orgat- 
izing of company employes for selling cam- 
paigns. He then told of selling plans and 
arguments and the preparation of employes 
for selling. There is a great amount 0! 
business lurking around exchanges which 
can be sold with intensive selling, he stated. 
In a campaign just closed, put on by 4 
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company having 45,000 stations, 2,160 sta- 
tions were sold. This company puts on a 
campaign each year. 

“There is business to be had,” declared 
Mr. Rehg in closing, “and service can be 
sold. People would not hitch hike to bor- 
row service if they did not appreciate it.” 

P. M. Ferguson, Mankato, Minn., man- 
ager, Mankato Citizens Telephone Co., 
stated that his company operates in a rural 
section. Its station loss has been about 5 
per cent. He declared that the companies 
have been talking too much about costs 
and investments, and that they should talk 
more about what the service does for 
people. 

He referred to the keen competition 
which the railroads have had with the auto- 
mobile and declared that the telephone com- 
panies also faced the same competition. 
He advocated a most aggressive campaign 
for the consumer’s dollar as there are marty 
competitors and new ones in the offing. 

In closing, he declared the companies must 
tell what the service is and pin their en- 
tire fight on the service they render. 

W. J. Brazell, Aberdeen, S. D., general 
manager, Dakota Central Telephone Co., 
stated that he is impressed with the 


thought that there is not any one thing 
that will take us out of the depression 
His company’s condition is about the same 
as that of others, having lost about 15 per 
cent in stations and more than 30 per cent 
By and 


in toll from the peak of 1929. 
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large, the industry has done as good a job 
as others, and in some cases, better. 

“Sometimes,” said he, “we overlook the 
fact that there is an official or semi-official 
organ in our industry. TELEPHONY has 
done a remarkable job in the past four 
years in keeping the companies informed 
as to what is doing, and I personally get 
a lot of good information from it.” 

Mr. Brazell’s company has put on cam- 
paigns with remarkable results. An Octo- 
ber campaign is now on and up to October 
20, 900 sales had been made. In these 
clean-up campaigns the service connection 
charge is taken off. 

Chairman MacKinnon, in commenting 
upon Mr. Brazell’s remarks, endorsed his 
reference to TELEPHONY, stating that it has 
not only presented the various events and 
happenings in the industry in an able man- 
ner but has also made pertinent comments 
concerning the various developments. 

The session adjourned at 1:00 o'clock 
p. m. 


Tax Problems. 

The first speaker at the Wednesday after- 
noon session, when it convened at 2:15 
o’clock was John H. Agee, vice-president 
and general manager, Lincoln Telephone & 
Telegraph Co.; Lincoln, Neb., who pre- 
sented a most able discussion of “The Tax 
Problem.” 


In his address Mr. Agee indicated some 
of the things, which, in his opinion need 
watching at the present time in both state 
and national affairs, if we are to be re- 
lieved of excessive and oppressive tax 
burdens. 

He referred to the address on “Legisla- 
tion and Telephone Taxation,” delivered by 
James N. Cox, president of the Southern 
Continental Telephone Co., Cookeville, 
Tenn., at the southeastern district meeting 
of the national association in Bristol, Tenn., 
last May and which was published in 
TELEPHONY of June 11. Mr. Agee sug- 
gested that those who had not read the 
article would find it very interesting and 
helpful if they did so. 

The history of taxes was briefly traced 
from Biblical times and the dire results of 
oppressive government indicated. “We are 
almost astounded,” said Mr. Agee, “when 
we see the extent to which our own gov- 
ernment has gone in the matter of govern- 
mental expenditures. Someone must apply 
the brakes. 

“Governmental extravagance, by no 
means confined to the national government, 
has resulted in an annual tax burden that 
is absolutely appalling when considered in 
the aggregate. When we are confronted 
with the necessity of paying out 27 cents 
out of every dollar of income for the sup- 
port of local and national government, it 
is time that we stop and take an account 
of ourselves,” he declared. 

Mr. Agee enumerated some of the taxes 
which are paid in Nebraska and discussed 
each briefly. He declared that taxes will 
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be reduced only when citizens of this coun- 
try insist that the need for those taxes 
must be eliminated. He warned, however, 
against arbitrarily reducing all public ex- 
penditures to the place where government 
could not continue to protect and safeguard 
public health and welfare. 

“It is my opinion,” said he, “that we 
should take an active interest in the tax 
leagues to encourage, if possible, the proper 
efforts in the right direction to reduce pub- 
lic expenditures.” 

In closing, Mr. Agee advocated that tele- 
phone men “encourage sane and reasonable 
reduction of public expenditures ; watch the 
efforts of people proposing unsound meth- 
ods; guard against shifting of the tax bur- 
den from one class to another; and to 
insist at all times that there must be eff- 
ciency and economy in governmental ex- 
penditures.” His address will be published 
in full in an early issue of TELEPHONY. 

H. T. McCaig, of Chicago, IIl., assistant 
branch manager, Stromberg-Carlson Tele- 
phone Mfg. Co., told of the better sales- 
manship campaign sponsored by the Strom- 
berg-Carlson company. He stated that let- 
ters telling about the campaign had been 
sent to all of the telephone companies 
listed in “Telephony’s Directory of the 
Telephone Industry.” He then told of the 
plan of the better salesmanship campaign 
which was explained in TELEPHONY of 
October 22. 

“Hearing Aids and Their Place in the 
Telephone Field” was the subject of an 
interesting address by A. Schwenk, Gray- 
bar Electric Co., Des Moines, Iowa. Mr. 
Schwenk stated that people look to the 
telephone companies for voice transmission 
equipment, and in this is included public 
address systems and hearing aids. 


The public address system can be util- 
ized as a good-will builder as well as a 
source of revenue by local companies, for 
it can be used in all kinds of public gath- 
erings. Hearing aids also fit into the pic- 
ture, for the people are looking to the 
telephone company for sound transmission. 
In the smaller communities, hearing aids 
can be advantageously handled by telephone 
companies. It is estimated that 1,400,000 
people in this country are hard of hearing. 

Mr. Schwenk referred to Alexander 
Graham Bell as a teacher of the deaf and 
that it was his studies of sound and out 
growth of his interest in speech and hear- 
ing to which the telephone owes its exis 
tence. 

It is only natural that those associated 
with the development of telephone appara 
tus, other things being equal, are best able 
to produce satisfactory hearing aids. He 
told of the work of Dr. Fletcher, of the 
Bell Telephone Laboratories, in the de 
velopment of hearing aids and exhibited 
and described the audiphones which have 
been developed by the Bell Laboratories 
and are now sold by his company. ' 

“A sale by you of an audiphone,” said 
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Mr. Schwenk in closing, “builds good will 
for you in your community and the profit 
will help you bring down your operating 
ratio.” 

R. H. Fair, plant operations supervisor, 
Northwestern Bell Telephone Co., Omaha, 
Neb., was the last speaker on the after- 
noon program. He described the trial use 
of tape-armored buried exchange cable in 
the territory of the Northwestern Bell 
company, in the course of which he used 
a number of lantern slides showing dia- 
grams of cabling plans and photographs 
of installations. 

Two motion pictures were also presented 
showing the installation of armored toll 
cable by the Southwestern Bell Telephone 
Co. near Kansas City, Mo., and also by 
the New York Telephone Co. between 
Syracuse and Watertown, N. Y. 

During the past two years the North- 
western Bell Telephone Co. has made ex- 
perimental installation of tape-armored 
exchange cable in about 100 exchanges, in- 
stalling a total of about 244,000 feet. He 
described a few typical examples of de- 
tailed plans of installations of this type 
of plant recently made in Iowa exchanges, 
and presented the conditions that the buried 
cable was designed to meet. Mr. Fair’s 
very interesting paper will be published in 
full in a future issue of TELEPHONY. 

A very lively discussion followed Mr. 
Fair’s address, and the experiences of sev- 
eral companies with buried cable were 
given. 

Louis Pitcher, of Dixon, IIl., stated that 
his company has practically all under- 
ground plant. He has a total of about 
175,000 feet of underground cable, of which 
about 40,000 feet is in conduit. About 
125,000 feet of ordinary lead-sheathed cable 
is laid in the ground unprotected. It is 
buried 18 inches deep in the city and in 
the country is put in 36 inches deep, using 
a ditcher. Some of the cable has been in 
for about 10 years. 

In giving figures on maintenance ex- 
pense, Mr. Pitcher stated that in 1930 the 
cost was $411.78. In 1931, it was $267.37, 
and for nine months of 1932 it was $113.67. 

W. I. Echols, Blue Earth, Minn., stated 
that he has been burying cable for about 20 
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years. He has about 20 miles of under- 
ground cable and only two miles of aerial 
cable. The maintenance costs of aerial 
cable is two or three times that of the 
underground cable. He stated that it is 
cheaper to bury the underground cable 
than to install aerial cable. 

The cost of small cable under 100 pairs 
is about four cents a foot, installed. If 
it is treated, with an asphaltic compound, 
the cost runs about three cents more, mak- 
ing a total of seven cents a foot. 

Mr. Pitcher did not use treated cable 
in his plant. He stated that the telephone 
company must have the cooperation of con- 
tractors and that his company did not 
charge for making repairs when any con- 
tractor cut into the cable. The workmen, 
in such cases, always reported the matter 
promptly so that he seldom has any loss 
of cable due to moisture entering it. 

Mr. Pitcher drew attention to the ex- 
change of the Morrison Telephone Co., at 
Morrison, Ill., where Manager F. Trout- 
wein has installed about 65,000 feet of 
buried cable and furnishes common battery 
service over it to rural subscribers living 
as far out as seven or eight miles in the 
country. 

Samuel Tucker, of Pleasanton, Kans., 
president, Kansas Telephone Association, 
warned of conditions which cause trouble 
such as ammonia and cinders in the soil 
in alleys, etc. 

J. K. Johnston, of Indianapolis, Ind., 
stated that he had appraised many thou- 
sand feet of buried cable and was sold 
on the idea. He said that cable is buried 
without protection because it is cheaper 
than any other form. “If going at it 
cheap,” said Mr. Johnston, “do it cheap.” 

If he were laying cable, outside of the 
armored cable, he would do it by the 
cheapest method. He stressed the effect of 
the kind of soil on buried cable and said 
that if it is all of one kind, there is no 
trouble; but if there is different soil, such 
as stretches of loam, sand, clay, electrol- 
ysis is likely to result. 

Where sand is available, Mr. Johnston 
thought that imbedding the cable in sand, 
covering it with sand, and then filling in 
with natural soil on top the sand, is a good 
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plan to avoid any trouble with electrolysis. 

A. E. Wilcox, Bricelyn, Minn., who has 
a small exchange of about 110 subscribers, 
told of experience with buried cable in 
which gophers figured. Mr. Wilcox’s ex- 
perience was related in TELEPHONY several 
years ago. His description was most 
interesting. 

When the temperature was below zero 
one winter in late January, his operator 
reported cable trouble but it was impossible 
to locate it with the equipment available. 
Finally, a gopher hole was discovered and, 
digging into the frozen earth, the cable 
was found to be cut cleanly as if with 
a hack saw. 

This was repaired, but in a few days 
another open was reported, and the trouble 
was found about 100 feet away where an- 
other gopher had operated. Several other 
gophers operated and Mr. Wilcox finally 
bridged the gap with distributing wire until 
spring when the cable was dug up and 
a section replaced. 

Meanwhile, he offered rewards of 25 
cents each for dead gophers, and in the 
next few months paid out around $25. 
This, however, is not large, in comparison 
with the expense of digging into the frozen 
earth in the winter time in Minnesota. 

At the present time, Mr. Wilcox has a 
standing offer of 15 cents for gophers and 
boys bring in the gophers at intervals. 
However, as Mr. Wilcox operates the local 
motion picture house, the 15 cents bounty 
comes back to him very soon. 

This most interesting session adjourned 
at 5:30 with everyone feeling that the 
afternoon had been spent most profitably. 

Depreciation and Accounting. 

The third day of the Des Moines meet- 
ing was given to a discussion of the Inter- 
state Commerce Commission’s accounting 
and depreciation orders. The paper pre- 
sented by A. B. Greene, telephone engi- 
neer, Florida Railroad Commission, Talla- 
hassee, Fla., at the Columbus meeting the 
previous week, was read by A. L. Steader- 
mann, of Terre Haute, Ind., immediately 
following the call to order by President 
MacKinnon at 9:45 a. m. 

Mr. Stadermann commented on the vari- 
ous parts of the paper, after which Ran- 
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ford Dunlap, of the Telephone Bond & 
Share Co., Chicago, IIl., discussed the 
changes in the accounting system of the 
Interstate Commerce Commission. 

The discussion which followed was par- 
ticipated in by I. J. Devoe, auditor, Lincoln 
Telephone & Telegraph Co., Lincoln, Neb., 
and J. W. Coffey, Indianapolis, Ind. A 
number of others participated in the con- 
ference which lasted to 1 o’clock to avoid 
an afternoon session. 

Guest Speakers. 

Although there were no entertainments 
provided, the evenings at the Des Moines 
meeting were given over to talks of current 
interest. On Tuesday evening, Russia and 
its government and purposes was inter- 
estingly presented by Dr. Alfred J. Pearson, 
dean of College of Liberal Arts, Drake 
University, Des Moines. 

Dr. Pearson is unusually well-informed 
as to Russia, having served as United 
States consul to nearby countries and hav- 
ing had access to a great deal of informa- 
tion concerning, as well as opportunities for 
observing, conditions in Russia. He was 
able to answer the many questions which 
the telephone men wanted to know relative 
to the situation in Russia. 

“Readjusting to the New Age” was the 
subject of an economic and philosophical 
address by Henry Wallace, editor, Wal- 
lace’s Farmer and Iowa Homestead, Des 
Moines. 

Mr. Wallace’s exposition of the theory 
of isolation and of world cooperation, with 
a discussion of the gold standard, was at- 
tentively listened to. It was followed by a 
very lively discussion during the course of 
which many questions were asked Mr. 
Wallace. 


TELEPHONE AND TELE- 
GRAPH COMPANIES. 
(Concluded from page 33.) 
compared with the use of this service by 

the inhabitants of larger cities. 

Smaller cities of the country, however, 
are usually well-served by telephone com- 
panies, having wire plants reaching every 
business and practically every household in 
their community. These companies give 24 
hour telephone service, seven days per week. 
Their employes are trained in communica- 
tion work and have no duties of a different 
nature to perform. 

The Postal Telegraph Plan was developed 
‘0 overcome the difficulties of serving the 
smaller communities. It seemed apparent 
that the Independent telephone companies 
could receive and deliver telegrams eco- 
nomicaliy and that they were the natural 
‘gents, rather’ than the railway transport 
‘ompanics, to represent the telegraph com- 
pany. Studies and experiments with cer- 
tain interested Independent telephone com- 
panies sh owed that this could be done, and 
the Postal plan was worked out in co- 
eration with them. 

Under this plan the Independent tele- 
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You Can Turn Someone’s Day to 


Sunshine. 

Have you ever had your day suddenly 
turned sunshiny because of a cheerful 
word? Have you ever wondered if this 
could be the same world, because some- 
one had been unexpectedly kind to you? 

You can make today the same for 
everybody. It is only a question of a 
little imagination, a little time and 
trouble. Think now, “What can I do 
today to make somebody happy?”— 
Maltbie D. Babcock. 








phone company acts throughout its territory 
as the agent of the Postal Telegraph Co. 
It accepts telegrams from the public, either 
over the telephone or at its offices over the 
counter. It transmits these telegrams to 
the nearest telegraph office of the Postal 
telegraph system. Likewise it receives in- 
coming telegrams from the Postal system 
and delivers them throughout its territory. 


For its services the telephone company 
receives a commission based on the amount 
of tolls on “outgoing paid” and “incoming 
collect” messages. 

When the telegraph traffic justifies it, the 
Postal Telegraph Co. loans printing tele- 
graph apparatus which may be superim- 
posed on the telephone toll lines so that no 
telephone circuit time need be used. In all 
cases the telegraph company supplies signs, 
advertising material and stationery. The 
telegraph company accepts responsibility for 
any claims arising from the delivery of 
messages and for uncollectible tolls for 
telegraph traffic. 

There are numerous advantages to the 
telephone company in addition to the gen- 
erous commissions which result from the 
foregoing arrangement. The fact that the 
Independent telephone company can now 
also give a telegraph service establishes it 
firmly as the communication utility of its 
territory and is beneficial in public 
relations. 


A satisfactory telegraph revenue can be 
developed from a small number of well- 
paid messages, which can be handled with 
ease even by the reduced traffic forces now 
used. Thus two originating telegrams per 
year from each telephone result in a net 
revenue to the telephone company of ap- 
proximately 50 cents per year per telephone. 


Remember that this is a by-product reve- 
nue which requires no plant investment. To 
obtain an equal net income from the tele- 
phone toll business would involve handling 
many more connections, almost certainly in- 
creasing the operating force and possibly 
requiring increased plant facilities which 
means new capital. 

The advertising and soliciting for the two 
services can be conveniently and effectively 
combined while the telegraph company can 
give many valuable sales leads and much 
assistance. 
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It is now a little over a year since we 
opened our first service under this arrange- 
ment. We have confirmed our confidence 
in it and gained much valuable experience 
from our collaboration with the Indepen- 
dent companies operating it. These com- 
panies now number more than 100, distrib- 
uted in 25 states and serving over 700 
towns. They are giving an excellent tele- 
graph service and they are making it availa- 
ble for the first time to several millions of 
people throughout the 24 hours of the day, 
365 days per year. They are rendering a 
real public service to the communities they 
serve. 

The telegraph revenue is increasing in 
most of these communities notwithstanding 
the general decline in business that has 
taken place during this period. In many 
instances it has already reached very grati- 
fying and profitable proportions. We are 
all convinced that the telegraph habit can 
be substantially increased without diminish- 
ing the use of any other form of com- 
munication and that with returning pros- 
perity we will see marked results in this 
direction. 

Our experience with the Postal Tele- 
graph Plan shows: 

That no operating difficulties are in- 
volved. 

That with reasonably energetic commer- 
cial work and cooperation with the Postal 
Telegraph Co., a mutually satisfactory 
revenue can be developed. 

That this development will not interfere 
with the development of telephone toll 
revenue. 

That the commercial effort can be eco- 
nomically combined with the effort to de- 
velop telephone toll business and the effect 
on public relations is good. 

That the telegraph revenue is derived 
from a small number of messages so that 
the volume of traffic is very small as com- 
pared to the telephone toll traffic, and is 
very economical to handle. 

That, as no additional plant investment 
is required and usually no additional traffic 
employes, the net profit on telegraph traffic 
thus handled as a by-product is very high 
for the telephone company. 

I feel sure that our plan makes possible 
a new and profitable by-product for the 
Independent telephone companies, a new 
and better service for the public, and that 
eventually the greater part of the telegraph 
business in our smaller cities and communi- 
ties will be done in this manner. 

Under present conditions we must all bend 


every effort to improving our financial 
results. We are faced with a trying di- 
lemma. We must increase revenue but we 


cannot increase invested capital. The Pos- 
tal Telegraph Plan presents an opportunity 
for meeting these two seemingly contra- 
dictory requirements. As managers of pub- 
lic utilities responsible for the investments 
of our stockholders, can we afford not to 
examine its possibilities most seriously? 
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What the Commissions Are Doing 


Up-to-the-Minute News Regarding the Activities of State and Interstate Com- 
missions, Courts and City Councils in Matters Concerning Telephone Com- 
panies—Summary of Commission Orders and Schedule of Telephone Hearings 


Revised Rate Data Given in St. 
Paul, Minn., Case. 

A hearing in the rate case of the Tri- 
State Telephone & Telegraph Co., St. Paul, 
Minn., was held before the Minnesota 
Railroad & Warehouse Commission on 
October 24, being continued to this date 
from October 11. The time interval was 
granted in order that D. F. Jurgensen, 
chief engineer of the commission, might be 
allowed sufficient time to revise his tabula- 
tion of company valuations. 

At the hearing on October 11, Mr. Jur- 
gensen testified that the cost of the Tri- 
State company’s properties and equipment 
in the St. Paul area was $9,565,760. The 


reproduction new valuation of the system 


States Supreme Court to review the federal 
court order. 

In addition to an exception to the court’s 
holding that the rate order would result in 
confiscation of property, the commission 
declares that the restraining order was arbi- 
trary, an abuse of discretion, and contends 
that it does not reserve to the commission 
any power to make the rate reduction by 
permanent order after completion of its 
investigation and after the temporary re- 
duction order shall have expired by its own 
terms on July 31, 1933. 


Depreciation and Other Accounting 
Charges of Hand Sets Discussed. 
A charge that the New York Telephone 


When the witness at the hearing, Russell 
H. Hughes, an assistant vice-president of 
the company, admitted under questioning 
by Charles G. Blakeslee, counsel for the 
commission, that an annual charge of 84 
cents on each set went into “the reserves 
of the company,” Commissioner Milo R. 
Maltbie, who presided, interjected: “You 
mean that a total of $672,000 (based on this 
unit charge on the 800,000 sets of this kind 
in use), yields the company a return of 7 
per cent?” 

Mr. Hughes’ admission of this state- 
ment was followed by an explanation that 
“the 84-cent charge represents an expen- 
diture by the company, and that a fair 
rate of return must include a ‘straight 
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and development of telephone wires de- 
signed to successfully meet the most rigid re- 
quirements of the telephone industry. Used 
by leading telephone companies everywhere. 


Hembers of the Minnesota Railroad & 
Warehouse Commission who sat at the 
October 24 hearing were: C. J. Laurisch 
and Frank W. Matson. 
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Fig. 3 illustrates this arrangement. 


Wisconsin Commission Files Ex- 
ceptions in Bell Injunction Case. 

The Wisconsin Public Service Commis- 
sion on October 21 filed its bill of excep- 
tions in federal court at Madison, prepara- 
appeal of the temporary injunction 
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sion, Mr. Hughes admitted under question- 
ing by Harry Hertzoff, assistant corpora- 
tion counsel, that in 1928 the New York 
Telephone Co. purchased $6,000,000 worth 
of telephone parts from the American Tele- 
phone & Telegraph Co. and that in 1930 
and 1931 more than 400,000 desk sets had 
been “disposed of as surplus stock.” 

Although the parts of a single instrument 
cost $2.45 at the time of the purchase, those 
discarded had brought less than nine cents 
on each instrument as salvage, it was ad- 
mitted. 

Mr. Hughes, in submitting figures to 
show that the additional maintenance cost 
of the hand-set type over desk sets was 
$2.80 per instrument annually, also stated 
that four cents for each instrument is con- 
tributed to the parent company as part of a 
licensing contract between them. 

Commissioner Maurice C. Burritt assist- 
ed Chairman Maltbie in the conduct of the 
hearing. It was adjourned until Novem- 
ber 2. 


Summary of Commission Rulings 
and Schedule of Hearings. 
ILLINOIs. 

October 11: Special permission granted 

in the following cases: 

Rossville Telephone Co. to waive service 
connection charges until January 1, 1933. 

Central Illinois Telephone Co. to waive 
service connection charges at all exchanges 
from October 1, to October 15, 1932. 

Illinois Standard Co. to waive service 
connection charges at all exchanges October 
1 to October 15, 1932. 

Illinois Central Telephone Co. to waive 
service connection charges from October 1, 
1932, to January 1, 1933. 

Illinois Telephone Co. to waive service 
connection charges from October 1, 1932, 
to January 1, 1933. 

Automatic Home Telephone Co. to waive 
service connection charges from October 1, 
1932, to January 1, 1933. 

Illinois Valley Telephone Co. to waive 
service connection charges from October 1, 
1932, to January 1, 1933. 

LaMotte Cooperative Telephone Co. to 
waive service connection charges from 
October 15 to November 15. 

October 13: Cooksville Telephone Co.’s 
discount of $6 per annum to subscribers 
who pay one year rental in advance for 
the year, 1933, effective January 1, 1933, 
granted. 

October 13: Schedule granted of the 
LaMotte Cooperative Telephone Co. cover- 
ing additional rate for private line ground- 
ed service outside exchange area and rules 
regarding maintenance, effective September 
21, 1932. 

KANSAS. 

November 15: Hearing in Hutchinson 
on investigation of the rates, joint rates, 
tolls, charges, classifications, regulations, 
practices, sets and service of the South- 
western Bell Telephone Co. engaged in the 
transmission of messages, sale or render- 
ing of telephone service for hire to all 
classes and kinds of customers and sub- 
scribers for any and all purposes, includ- 
ing any and all things and matters relative 
thereto in the state of Kansas; this being 
investigation of the Hutchinson exchange, 
part “C.” 

November 17: Hearing in Independence 
on complaint of certain telephone subscrib- 
ers of Independence vs. The Southwestern 
Bell Telephone Co. 
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November 22: Hearing in Hiawatha on 
complaint of C. H. Barrand, T. G. John, 
L. N. Morgan, Everett Hopp and J. F. 
LaCroix, of Hiawatha vs. The American 
Telephone Co. of Abilene. 


MASSACHUSETTS. 

November 2: Continued hearing from 
October 17 in Boston on complaint of the 
Boston Central Labor Union and other 
petitioning customers against the New 
England Telephone & Telegraph Co., of 
New York and associated companies. 

MINNESOTA. 

October 24: Hearings resumed in St. 
Paul rate case of the Tri-State Telephone 
& Telegraph Co. after a two weeks’ recess 
granted in order that D. F.- Jurgensen, 
chief state engineer, might complete his 
revised tabulation of company valuations. 

MIssourl. 

October 18: Joint application of G. E. 
Davis to sell and E. W. Jones to purchase 
the Stella & Stark City Telephone Co., 
located at Stella and Stark City, approved. 

October 18: Complaint of W. D. Collins 
vs. the Steelville Telephone Co., relative to 
‘telephone and electric lines on the same 
poles, approved provided certain require- 
ments are met. 

New York. 

October 24: Hearing in Albany on peti- 
tion of the Salisbury Center Telephone Co., 
Inc., for authority to transfer its works 
and system to the New York Telephone Co. 

OKLAHOMA. 

October 12: Order issued establishing a 
rate for switching service performed by 
the Headrick Telephone Exchange of $4.00 
per annum, payable quarterly in advance, 
where facilities are owned and maintained 
by the subscriber. This rate was effective 
on and after October 1. 

October 18: In regard to complaint of 
the city of Waynoka against the Standard 
Telephone Co., an order was issued estab- 
lishing, effective November 1, the following 
rates per month: One-party business, $3.25 
and two-party business, $2.75. The order 
abolishes the present '25-cent differential 
charge on business desk telephones within 
the city of Waynoka. Each of these pro- 
visions is a reduction of 25 cents per 
month. 

The evidence showed that the telephone 
company had provided facilities at Way- 
noka anticipating increased business on ac- 
count of location at that point of an air 
terminal of the Transcontinental Western 
Air Lines, and extensive expansion of the 
Santa Fe Railway Co. Failure of both 
projects eliminated in part the need for 
the enlarged telephone facilities. The find- 
ings include holdings that the telephone 
plant facilities are greatly over-built and 
that the value of the service to the rate 
payer is less for business telephones than 
the existing rates. 

The 25-cent differential for business 
desk telephones is held to have been a vi0- 
lation of the commission’s regulations. The 
order was signed by all three members of 
the commission. 

WISCONSIN. 

October 19: Order issued instituting @ 
formal investigation on the commission’s 
own motion of the financial conditions and 
practices of the Mid-West States Tele- 
phone Co. of Wisconsin, Inc. Until a hear- 
ing is held and a conclusion reached by 
commission, the company shall not de- 
clare or pay any dividends on its common 
stock outstanding, or pay moneys to affili- 
ated interests in the form of loans, ad- 
vances, or otherwise. 

November 4: Hearing in Junction = 
on complaint against the rates charged 
Auburndale Telephone Co. in Auburn ‘dale 
and vicinity. 
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